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WORLD TRADE ORGANIZATION SINGAPORE 
MINISTERIAL MEETING 


WEDNESDAY, SEPTEMBER 11, 1996 

House of Representatives, 

Committee on Ways and Means, 

Subcommittee on Trade, 

Washington, DC. 

The Subcommittee met, pursuant to notice, at 2:08 p.m., in room 
1100, Longworth House Office Building, Hon. Philip M. Crane 
(Chairman of the Subcommittee) presiding. 

[The advisories announcing the hearing follow:] 


( 1 ) 
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ADVISORY 

FROM THE COMMITTEE ON WAYS AND MEANS 

SUBCOMMITTEE ON TRADE 

FOR IMMEDIATE RELEASE CONTACT; (202) 225-6649 

August 13, 1996 
No. TR-30 

Crane Announces Hearing on 
World Trade Organization Singapore Ministerial Meeting 

Congressman Philip M. Crane (R-IL), Chairman of the Subcommittee on Trade of the 
Committee on Ways and Means, today announced that the Subcommittee will hold a hearing on 
the World Trade Organization (WTO) Singapore ministerial meeting. The bearing will take 
place on Tnesday, September 10, 1996, in the main Committee bearing room, 

1100 Longworth House Office Building, beginning at 2:00 p.m. 

Oral testimony at the hearings wiil be heard from both invited and public witnesses. 
BACKGROUND : 

The Uruguay Round agreements were approved by Congress in late 1994 and entered 
into effect on January 1, 1995. The agreements established the WTO as the successor 
organization to the General Agreement on Tariffs and Trade to implement the agreements 
internationally, resolve disputes, and conduct future negotiations. Since the WTO went into 
effect, there have been continuing negotiations on certain services negotiations under the 
auspices of the WTO, including financial services, basic teleconununications services, and 
maritime services. 

Trade ministers from WTO member countries will meet in Singapore in December to 
assess the status of world trade under the WTO. Specifically, they will address the progress 
made in implementing the Uruguay Round agreements in the 2 years of operation of the WTO; 
the "built-in agenda" of 74 issues listed in the WTO that members have committed to review or 
negotiate by 2000; further market access liberalization in selected areas such as the information 
technology industry; the working party report on trade and the environment; the extended 
negotiations in services; and possible new issues for further negotiation. 

In atmouncing the hearing. Crane said; "The WTO meeting of trade ministers in 
Singapore is a significant opportunity for us to assess how the WTO Agreements have been 
functioning. It also provides the occasion to look to the future, laying the groundwork for 
further negotiations on tariffs, services, and the built-in agenda. However, we should also 
assure that any new issues suggested for negotiation are appropriate to the mandate and 
competence of the WTO." 

FOCUS OF THE HEARING : 

The hearing will examine, in the context of the Singapore Ministerial meeting, the 
implementation of the Uruguay Round agreements and the WTO and the progress made thus 
far in their nearly two years of operation. In addition, the hearing will address the goals and 
prospects for the Ministerial, including the "built-in agenda" already set for further negotiation, 
further market access liberalization in selected areas, the working party report on trade and the 
environment, the extended negotiations in services, and potential new issues for further 
negotiation. 

DETAH^S FOR SUBMISSIONS OF REOUF,STS TO BF. HF.AHD t 

Requests to be heard at the hearing must be made by telephone to Traci Altman or 
Bradley Scbreiber at (202) 225-1721 no later than close of business, Friday, August 30, 1996. 


(MORE) 
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WAYS AND MEANS SUBCOMMITTEE ON TRADE 
PAGE TWO 

The telephone request should be followed by a fonnal written request to Phillip D. Moseley, 
Chief of Staff, Committee on Ways and Means, U.S. House of Representatives, 

1102 Longworth House Office Building, Washington, D.C. 20515. The staff of the 
Subcommittee on Trade will notify by telephone those scheduled to appear as soon as possible 
after the filing deadline. Any questions concerning a scheduled appearance should be directed 
to the Subcommittee staff at (202) 225-6649. 

Id view of the limited time available to hear witnesses, the Subcommittee may not 
be able to accommodate all requests to be heard. Those persons and organizations not 
scheduled for an oral appearance are encouraged to submit written statements for the record of 
the hearing. All persons requesting to be heard, whether they are scheduled for oral testimony 
or not, will be notified as soon as possible after the filing deadline. 

Witnesses scheduled to present oral testimony are required to summarize briefly their 
written statements in no more than five minutes. THE FIVE-MINIJTE RULE WILL BE 
STRICTLY ENFORCED. The full written statcmcDl of each witness will be included in 
the printed record. 

In order to assure the most productive use of the limited amount of time available to 
question witnesses, all witnesses scheduled to q>pear before the Subcommittee are required to 
submit 200 copies of their prepared statements for review by Members prior to the hearing. 
Testimony should arrive at the Subcommittee on Trade office, room 1104 Longworth 
House Office Building, no later than 2:00 p.m. on Friday, September 6, 1996. Failure to 
do so may result in the witness being denied the opportunity to testify in person. 

WRITTEN STATEMENTS IN LIEU OL PERSONAL APPEARANCE : 

Any person or organization wishing to submit a written statement for the printed record 
of the hearing should submit at least six (6) copies of their statement by the close of business, 
Txiesday, September 24, 1996, to Phillip D. Moseley, Chief of Staff, Committee on Ways and 
Means, U.S. House of Representatives, 1102 Longworth House Office Building, Washington, 
D.C. 20515. If those filing written statements wish to have their statements distributed to the 
press and interested public at the hearing, they may deliver 200 additional copies for this 
purpose to the Subcommittee on Trade office, room 1104 Longworth House Office Building, at 
least one hour before the hearing begins. 

FORMATTING REQUIREMENTS : 

SaA ■nimrt pnMtod for prtiilic u tbo CauMoo W • vfMo. uy sittH ifif i m oiMhti oBlwimwf te tko pristod noord 
« uy wtMn la roapaao ta a ra^aott for viMoa rnwti BUt o^forw to tbo galdoilaoo bitod Mov. Aay ftaloat or oiblHt 

Bor la vtib ttaao fvIdattM aa< bo pitatad. bil bU bo Baiatatood la tto faoawmoa Bloa Iv rofinr aid uo by ibo Conittaa. 

1. AD otatoaoBU aad aay aoaoBpaaytac oaiUtt tor prlattaf noi bo typod Id oIbiIo ipaeo a iwtNdio pop* ud nay aot 
OBood a total <tf 10 pafoo 

L Co^oo of Bbolo daeuatfl oBlnnlttad u oAlUt Baurlal vlB ool bo a o c opiad for priDifac. laotaid, oWlhK BBtorlal obosM bt 

nforoeod aad oaotod « panpbmod. AD oiblbtt ■alortal oot boo tint Am iporlflntlwa «ID bo BilatolHod la Ao fUoa for 

loolov aad aoo 1^ Ao CmBttioo 


S. iBloBorti Bait eottala Ao bbbo aad *-r‘**T A vbkb Ao vlAoao *ID appoar w, hr wiUtoa a 
eapactiy of Ao poooo nbodstaf A* otaloBat, ao voD ao aay cboaB m ponaa, or lay orpalxaba fv vbooi A 


Boata, Ao laBO aad 
rlttuM appaaia m hr 


A A aapplauBBl iboot bib aceoapaBy mA otatoBat Ibttaf Ao bibo, IBD adAia. a tUopboM aaBbv vbaro Ao Btiaooo 

or tbo dootginfod roproimtiitfo Bap bo racbod ud a (optal oatttao m mmmMif tit At fum ato aad foroonnadotlai ta Ao foO 
itaioBat Tbta oapplOBOotal oboot «fll aot bo tadadod la Ao prtitad roeord. 

Ibo oboro rooWcBoa aad Barttaflao apdy uh A BiurUI botaf ataalitad tm prAdaf. *■*——*» aad —oMf or nppliBaBtaiy 
taatocAl ataoliUd oidaly tv dtatriboda to Ao Haibaii. Ao amb ud tbo paUA Maf tbo eooiu oC a poblle hoarAf au^ bo oabatfitid A 
OAVtOTBO. 


Note; All Committee advisories and news releases are now available on the World Wide 
Web at ’HTTP:/AVWW.HOUSE.GOVAVAYS_MEANS/’ or over the Internet at 
’GOPHER.HOUSE.GOV’ under ’HOUSE COMMITTEE INFORMATION’. 
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***NOTICE - CHANGE IN DATE*** 


ADVISORY 

FROM THE COMMITTEE ON WAYS AND MEANS 

SUBCOMMITTEE ON TRADE 


FOR IMMEDIATE RELEASE CONTACT: (202) 225-6649 

September 6, 1996 
No. TR-30-Revised 


Change in Date for Subcommittee Hearing on the World 
Trade Organization Singapore Ministerial Meeting 

Congressman Philip M. Crane (R-IL), Chairman of the Subcommittee on Trade of the 
Committee on Ways and Means, today announced that the Subcommittee hearing on the 
World Trade Organization Singapore Ministerial Meeting scheduled for Tuesday, 

September 10, 1996, at 2:00 p.m., in the main Committee hearii^ room. 1 100 Longworth 
House Office Building, will be held instead on Wednesday. September 11 . 

All other details for the hearing remain the same. (See Subcommittee press release 
No. TR-30, dated August 13, 1996.) 


***** 
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Chairman Crane. Good afternoon, and welcome to the hearing of 
the Subcommittee on Trade concemii^ the first Ministerial Meet- 
ing of the WTO, World Trade Organization, to be held December 
9-13, in Singapore. 

Ambassador Charlene Barshefsky will join us in examining the 
implementation of the WTO Agreements and the progress made 
thus far in their nearly 2 years of operation in the context of the 
Singapore meeting. In addition, we will discuss the goals and pros- 
pects for the meeting, including the built-in agenda already set for 
further negotiation, ftirther market access, liberalization in selected 
areas, the Working Party Report on Trade and the Environment, 
the extended negotiations on services, and potential new issues for 
further negotiation. 

As you know, I am strongly committed to the effective working 
of the WTO. A WTO that works properly will ensure that job- 
creating U.S. exports receive fair access to 122 nations around the 
world. Our economy is strengthened, and more jobs are created 
when we have fair rules promoted by an institution with the moral 
authority to safeguard that they are followed. 

Our participation in a smoothly functioning trading system re- 
quires that we play by the same fair rules we insist that our trad- 
ing partners adopt. I am convinced that Americans instinctively 
understand the principles of fair play and will accept occasional ad- 
verse dispute settlement decisions in stride. The simple fact is that 
we use the WTO dispute settlement procedure successfully against 
our trading partners to force open markets far more often than 
th^ are used against us. 

The Singapore Ministerial is a significant opportunity for us to 
assess how the WTO AOTeements have been functioning and pro- 
vides the occasion to look to the future, laying the groundwork for 
further negotiations. However, we should assure that any new is- 
sues suggested for negotiation are appropriate to the mandate and 
competence of the WTO. 

In this regard, I have some concerns over whether it is appro- 
priate to include issues relating to labor and the environment 
under the aegis of the WTO. We should not move forward on these 
issues without having a clear consensus both within the United 
States and with our key trading partners on these issues. 

At this point, I would like to yield to our distinguished colleague 
Mr. Coyne. 

Mr. Coyne. Thank you, Mr. Chairman. 

Mr. Chairman, Mr. Rangel is delayed on the floor, and I would 
ask unanimous consent that his statement be included in the 
record. 

Chairman Crane. Without objection, so ordered. 

[The opening statements follow:] 

Opening Statement of Hon. Charles B. Rangel 

Mr. Chairman, I commend you for holding this hearing today in advance of the 
first ministerial meeting of the World Trade Organization, to be held in Singapore 
in December. This meeting wiU review the implementation of the Uruguay round 
agreements and seek agreement on some trade liberalizing initiatives and the fti- 
ture WTO agenda. 

It is unrealistic to expect, only 2 years after completion of the most comprehensive 
trade negotiations in history, that major trade initiatives will result from this first 
WTO ministerial. Pull and proper implementation by countries of commitments 
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made under the Uruguay round agreements should be a primary focus of the min- 
isters to ensure that the benefits can be realized and that the WTO is responsive 
to U.S. interests. The meeting should also demonstrate ongoing progress toward fur- 
ther trade liberalization by building on the existing agreements and agreeing to a 
work program to discuss some new issues. 

I strongly support continued U.S. efforts — conducted by both Republican and 
Democratic administrations — to seek agreement on establishment of a working 
party in the WTD to examine the relationship between trade and core labor stand- 
ards. Such a group should work closely with the ILO and conduct a constructive dia- 
logue on positive ways to promote labor standards through increased trade and to 
ensure that workers receive the benefits of trade liberalization. 

Regular review and oversight by this Subcommittee of the operation and function- 
ing of the WTO is essential to ensure that the intent of Congress in approving im- 
plementing Legislation for the Uruguay round agreements is fulfilled. Active en- 
gagement by this Subcommittee in overseeing the future agenda and activities of 
the WTO is also necessary to ensure that Congress continues to be an equal partner 
with the Executive Branch during the course of future WTO negotiations that may 
involve changes in U.S. Law or Domestic Policy. So again, Mr. Chairman, I thank 
you for holding this hearing and look forward, as always, to working with you on 
a bipartisan basis to help ensure the success of our trade agreements program. 

1 welcome Ambassador Barshefsky back to the Subcommittee and look forward to 
hearing the views of all witnesses regarding Uruguay round implementation and 
prospects for the Singapore Ministerial. 

Opening Statement of Hon. Jim Ramstad 

Mr. Chairman, thank you for calling this hearing today to discuss the upcoming 
World Trade Organizing (WTO) Singapore Ministerial Meeting. 

As we all know, international trade and exports are critical to our economy. With 
only 4 percent of the world’s population, slow population growth, and an economy 
that is growing at an anemic rate of slightly over 2 percent annually, our continued 
economic prosperity and growth depend on access to markets outside our borders. 

In my home state of Minnesota, we rely on exports. Minnesota accounts for 4.5 
percent of total U.S. agriculture commodity exports and our service exports are esti- 
mated to be several billion dollars annually. 

Between 1992 and 1995, our manufacturing exports increased 23 percent. All this 
translates into more and better paying jobs for Minnesotans. 

The Uruguay Bound Agreements have already helped cut tariffs around the world 
by one-third and reduced a number of non-tariff barriers. In addition, because of 
1^0 commitments, world income is expected to rise by over $500 billion annually 
by 2005. 

We must continue to work hard to ensure that these agreements are being met 
by all member countries. The Singapore Ministerial Meeting will provide us with 
an excellent opportunity to review the progress of the WTO and lead the way in 
pushing for continued negotiations and further market access liberalization. 

Mr. Chairman, thanks again for calling this hearing. I look forward to listening 
to the testimony of today's witnesses and learning more about the expectations for 
the December meeting. 

Chairman CRANE. Today we will hear from a number of distin- 
guished witnesses. In the interest of time, I ask that you keep your 
oral testimony to 5 minutes, and we will include longer written 
statements in the record. 

Our first witness is our colleague, Hon. John Spratt of South 
Carolina, if he would come forward to the dais. 

STATEMENT OF HON, JOHN M. SPRATT, JR., A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF SOUTH CAROLINA 

Mr. Spratt. Mr. Chairman, thank you for the opportunity to tes- 
tify today. I commend you and Mr. Rangel and your Subcommittee 
for holding a hearing on the WTO ministerial meeting to be held 
in Singapore. 
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Although few Americans have heard of these Singapore talks, 
these discussions could have broad implications for millions of 
American workers and the industries that employ them. 

Today most of my testimony will touch on the Singapore talks as 
they relate to textile and apparel imports, and I would like to end 
with a few words about high and discriminatory tariffs that are 
still imposed on the exports of one industry in which we have a 
clear competitive advantage — ^the paper and wood products indus- 
try. 

I represent a textile district, so I voted against the Uruguay 
round implementing legislation because I believed it would lead to 
more textile imports and fewer textile jobs, and so far, I am sorry 
to say that my fears are being realized. But I recognized that I was 
in the minority in Congress and that the United States, along with 
122 other nations, has to comply with the rules of the \^0. 

By the same token, I believe that what the United States should 
do now is see to it that foreign countries meet their obligations 
under the WTO. The director general of the WTO recently said that 
a major purpose of the Singapore talks is to review the full and 
prompt implementation of commitments in the WTO Agreement. If 
such a review is made, it should cover the obligations of all signato- 
ries including the textile-exporting countries. 

A fair review will show that we have met our obligations under 
the ATC, Agreement on Textiles and Clothing, and a fair review 
will also show that major textile-exporting nations like India and 
Pakistan have failed to meet theirs. Since June, the exporting na- 
tions led by Pakistan have mounted a campaign to have the United 
States and the world community reopen the ATC agreement, re- 
open the negotiations and speed up the elimination of quotas. They 
accuse the United States of failing to fulfill the spirit of the ATC. 

At the same time, these same countries flout their obligations 
under the ATC, and yet they seek to change the agreement and im- 
pose even greater demands upon us. Maybe they hope their cam- 
paign will divert attention from their noncompliance, but it should 
not. 

Look first at the U.S. record of implementation. Under the ATC, 
we agreed to phase out the textile quota system by the year 2005, 
and we are doing so. We compiled and released to the public a 10- 
year integration schedule. No other nation went as far as we did 
in listing products to be integrated back into the General Agree- 
ment on Trade and Tariffs, and no other nation operated with more 
transparency. We did so to ^ve ample notice to the exporting coun- 
tries, to our own domestic industry, and to domestic retailers. We 
have already eliminated quotas on 16 percent of the products listed 
on the annex, as the ATC requires, and we will be allowing growth 
on growth. In addition, we have begun to cut tariffs. 

Now look at the record of the exporting countries. They made two 
promises under the ATC, neither of which has been kept. First, 
they promised to open their domestic markets to our textile imports 
so that American firms would have the same right to sell products 
to them as they have the right to sell to us. That is free trade; that 
is reciprocity. 

But the export countries do not practice what they preach. They 
lecture us about our markets being closed to their textile and ap- 
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parel products, while keeping barriers within their own markets 
that bar U.S. textile firms from selling there. 

Consider just two statistics to make my point. In 1995, the 
United States imported more than $1.5 billion in Indian textile 
goods while India purchased from the United States only $21 mil- 
lion — $1.5 billion in imports from India, $21 billion in sales from 
the United States to India. Pakistan sold us $768 million in textile 
goods that same year, and they purchased in return $10 million of 
textile imports. 

Rather than open its markets to U.S. products, India is actually 
closing its markets, shutting them further to us. Recently, India 
imposed supplementary tariffs on top of already steep tariffs. In 
the case of floor covering, for example, India now levies a tariff of 
95 percent, a totally prohibitive tariff. 

Second, the exporting countries under article 5 of the ATC prom- 
ised to bear down on illegal transshipments, rerouting, false dec- 
larations and other means of quota evasion. In a nutshell, this 
meant that the exporting countries promised to comply with quotas 
and stop quota circumvention. But since the ATC went into effect, 
our Customs Service has found increasing cases of quota evasion. 
Although for the most part, the most persistent violator is China, 
not a WTO member, there are member states like Hong Kong 
which are implicated; in fact, Customs is having a lot of resistance 
out of Hong Kong right now, trying to obtain its help to investigate 
very, very probable cases of transshipment which involve the city 
of Hong Kong. 

I would like to submit a letter that Congressman Coble and I 
have sent to the President for the record about this matter. 

Chairman Crane. Without objection. 

[The following was subsequently received:] 
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Congrrfljf of tbe ?Hniteb fttatrfl 

aasitinttan, BC 20513 


July 30, 1996 


The Honorable William Jefferson Clinton 
President of the United States 
The White House 
Washington, D.C. 


Dear Mr, President: 

As the leaders of the Congressional Textile Caucus, we are 
writing to express our serious concerns with the World Trade 
Organization Ministerial in Singapore this December. We 
understand that representatives of apparel and textile exporting 
countries want the meeting to address the subject of the 
Agreement on Textiles and Apparel (ATC) . Specifically, they have 
suggested that the phase-out of quotas should be expedited and 
that the phased integration of products should be altered. 

We believe the United States should vigorously reject this 
effort. The United States apparel and textile industries still 
are denied effective market access to many countries around the 
world. They also are plagued with quota avoidance through 
transshipments and with counterfeiting of U.S. brand names and 
designs in other countries. Also, many different kinds of 
subsidies remain in effect around the world which convey unfair 
advantages to foreign exporters. 

The United States should insist that, if textiles and 
apparel are to be on the agenda for the Singapore Ministerial, 
the meeting should be devoted to an assessment of the performance 
of all countries in opening their markets and preventing fraud, 
circumvention, and counterfeiting that is common in the world 
today. Representatives of the apparel and textile industries in 
the European Community and the United States recently met and 
issued a joint statement calling for the Singapore Ministerial to 
focus on such an assessment . We are including for your 
information a copy of the joint press release issued by the 
industries . 

The United States has fully met the requirements of the ATC 
and the rest of the Uruguay Round agreement. Our tariffs and 
quotas are being phased down according to schedule, the first 
round of apparel and textile integration has been completed and 
the subsequent two rounds have been announced. 

The Uruguay Round went into effect only 19 months ago. Any 

attempts by the textile exporting countries to change the terms 
of the agreement reached after seven painful years of negotiation 
are unjustified, unnecessary and potentially damaging to U S 
workers and production. There is no doubt the U.S. has and will 
continue to honor its WTO commitments,- the complaining countries 
should do the same . 

Respectfully, 

Howard Coble 
Member of Congress 
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Mr. Spratt. We are pleased that the Clinton administration is 
bearing down on it and is sympathetic to our concerns, but we need 
to address these topics in Singapore, as our government has said. 

The Uruguay round took effect less than 2 years ago. Despite our 
objective in these negotiations, which was to seek balance in every 
sector so that there would be trade gains to offset the trade losses, 
I think everybody would have to agree that the textile and apparel 
industry came out a net loser. This was a donor industry; there 
were concessions made out of this sector to pay for gains in other 
sectors. We are now paying daily for those. The textile and apparel 
trade deficit with WTO members was $34 billion in 1994; last year, 
it was $35.8 billion. 

I was in Geneva as the Uru^ay round neared its conclusion, and 
I presented to the USTR the industry’s last plea. At the very least, 
the industry asked, make our obligation to open our markets to 
each exporting country contingent on its opening its markets to 
U.S. textiles and apparel. 

Our negotiators made such a proposal, but the negotiations 
ended before it was made explicit enough in the agreement. It was 
understood, nevertheless, that reciprocal access was implicit in the 
ATC. The exporting countries charge that we are not abiding by 
the spirit of the ATC, but this was the spirit of the ATC, and they 
are not keeping pace with it. 

The textile-exporting countries seek to change the terms of an 
agreement that is already heavily balanced in their favor. It is ab- 
surd of them, Mr. Chairman, to ask that we tilt this agreement 
even more to their advantage; it is outrageous that they make this 
demand when they have not upheld their minimal obligations to 
open their markets to our textile and apparel goods. We have kept 
our obligations under the ATC. What we should discuss in Singa- 
pore is why the exporting countries have not met theirs and what 
the WTO should do in return about it. 

If I could have just a minute to turn to another topic, the paper 
and wood products industry. Today, you will hear from four wit- 
nesses who represent the American Forest and Paper Association 
and the United Paper Workers International Union. They will be 
urging that the Clinton administration push the EU, European 
Union, in Singapore to drop its steep tariffs on U.S. paper and 
wood products. What they seek is zero-zero by 1998 — free trade be- 
tween Europe and the United States in paper and wood products, 
and no tariffs on products on either side of the Atlantic within 3 
years. 

I strongly support their position. I have written Ambassador 
Barshefsky to urge our government to join Canada, which also sup- 
ports it. I would like to submit that letter also with my testimony. 

Chairman Crane. Without objection, so ordered. 

[The following was subsequently received;] 
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Congressi sf tte^niteb ^tateis 

l^ousr of i^rprfsentatibes 
la^asbington. Q.C. 20515 

June 5, 1996 


The Honorable Charlene Barshefsky 
United States Trade Representative 
600 17th Street, NW 
Washington, D.C. 20506 

Dear Ambassador Barshefsky: 

I am writing to express my interest in the tariff 
discussions which took place at the April 19-20 Quad meeting of 
trade ministers. In particular, I am interested in the Canadian 
proposal to eliminate tariffs on paper and wood products. The 
largest cash crop in my state is timber and I support efforts to 
encourage increased exports of U.S. forest products since greater 
exports will lead to more jobs in my district. 

At the Quad meeting, I understand that the Canadian 
Government offered to apply the final Uruguay Round rate in zero- 
for-zero sectors as of January 1, 1998. For the U.S. forest 
products industry, and for the workers they employ in my 
Congressional district, this would mean an end to almost 20 years 
of tariff inequity. Its adoption would help enable our highly 
competitive suppliers to sell in Europe. For the nation as a 
whole, it has been estimated that early implementation of paper 
tariff cuts would produce additional exports of approximately $1 
billion between 1998-2000, rising to over $2 billion by 2004. 
Equally important, each $1 billion additional exports in this 
industry is associated with 9,000 high-paying U.S. manufacturing 
jobs. 


The Uruguay Round Implementing Act provides the authority 
and the mandate to negotiate additional tariff cuts in zero-for- 
zero sectors, including paper and wood. I hope you will use that 
authority to maximum effectiveness in this case. In particular, 

I urge you to consider making the Canadian initiative a U.S. 
negotiating objective for the Singapore Ministerial meeting in 
December . 

Thank you for your consideration. 


Respect 

S. ^ 1 M 

■ John y. . 
Merxer : 


fu^. 




5p 
:f. C 


Dnaress 
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THE UNJTED STATES 'mADe HEPBESeNTATIVE 
Ofnc* of tho Prostoont 
Washington. O.C. 2OS06 


AUG 6 596 


The Honorable John M. Spratt, Jr 
US House of Representatives 
Washington, D.C. 20515 

Dear Congressman Spratt 

Thank you for your recent letter concerning a tai iff reduction package for the WTO Singapore 
Ministerial that includes paper and wood products 

1 share your interest in providing expon opportunities for U S firms and workers in the paper and 
wood industries Last year, as countries began to implement the resuhs of the Uruguay Round, 

U S exports of p^er and paper products grew by 4 1 percent to all WTO members (excluding 
Canada and Mexico) and by 47 percent to the European Union On wood, where we did not 
succeed in a duty-elimination agreemem (but did reduce tariffs), exports to WTO members grew 
by 7.2 percent last year. 

Despite these positive results, the Administration continues it.s commitments in the Statetnent of 
Administrative Action of the Uruguay Round Agreements Act to seek accelerated staging of 
Europe's duty reductions on paper products and to push for multilateral elimination of tariffs on 
wood and wood products On paper, we achieved an agreement to eliminate duties over a ten 
year period. This concession was hard fought in the Uruguay Round We also pressed this in our 
xompensation negotiations with the European Union (EU) when it enlarged to include Finland. 
Sweden and Austria. On wood, the opposition to Einher liberalization is primarily from Japan I 
raised these issues with the EU and our other Quad partners at eur recent meeting in Kobe. Japan 
We instruaed our officials to explore more fully the issues of tariff acceleration and further tariff 
reductions and to report to us ai the earliest opportunity' 

1 appreciate your interest in the WTO Singapore Mini.sierial .ind. particularly, funher market 
access liberalization and the development of a market access package I will keep you informed 
of OUT progress on this issue 


Sincerely, 


uiirdwhf^^ 

Charienc Barshefcky 

Acting United States Trade Representative 



13 


Mr. Spratt. Today, tariffs on U.S. paper products going to 
Europe are more than triple the tariffs that we impose on Euro- 
pean paper products coming into our country. 

I have several papermills in my district, one of which makes 
coded paper and newsprint. Right now, Europe is sending us coded 
paper and displacing jobs in my very back yard, and they are tak- 
ing advantage of this very advantageous situation because of the 
differential in tariffs between us. 

This Subcommittee included in the Uruguay round implementing 
legislation a mandate that the administration treat zero tariffs on 
paper and wood products as a negotiating priority. I hope that this 
Subcommittee will bear down on the administration and on the del- 
egation that we are sending to Singapore and insist that they fol- 
low through and accomplish this agreement with the Europeans. 

Thank you very much, Mr. Chairman, for this time. The director 
general has called upon us to review compliance with the WTO. Let 
us take him at his word and make Singapore a venue where our 
government presses our trading partners to meet their WTO obli- 
gations so that U.S. companies and American workers can finally 
get a fair shake in world markets. 

Thank you very much. 

[The prepared statement follows;] 
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Congr«BBman John M. Spratt, «Jr. (D-S.C.! 
Housa Hays and Means Subconalttee On Trade 
September 11, 1996 


Thank you for the opportunity to testify today. I commend 
your subcommittee for holding a hearing on the WTO Ministerial 
Meeting to be held in Singapore. Although few Americans have heard 
of the Singapore talks, these discussions could have broad 
implications for millions of American workers and the industries 
that employ them. Today, most of my testimony will focus on the 
Singapore talks as they relate to textile and apparel imports. But 
I would like to end with a few words about high and discriminatory 
tariffs imposed on our exports of paper and wood products. 

I represent a textile district, and I voted against the 
Uruguay Round implementing legislation because I believed it would 
lead to more textile imports and fewer textile jobs. So far, I am 
sorry to say, my fears are being realized. But I recognize that I 
was in the minority in Congress, and the United States, along with 
122 other nations, must comply with the rules of the WTO. By the 
same token, I believe that what the United States should now do is 
ensure that foreign countries meet their obligations under the WTO. 

The Director General of the WTO said recently that a major 
purpose of the Singapore Talks is to review "the full and prompt 
implementation of commitments" in the WTO agreement. If such a 
review is made, it should cover the obligations of all signatories, 
including the textile exporting nations. 

A fair review will show that we have met our obligations under 
the Agreement on Textiles and Clothing. A fair review will also 
show that major textile exporting nations, like Pakistan and India, 
have failed to meet theirs. Since June, the exporting nations, led 
by Pakistan, have a mounted campaign to have the United States and 
the world community reopen the ATC negotiations and speed up the 
elimination of quotas. They accuse the United States of failing to 
fulfill the "spirit" of the ATC. At the same time that countries 
like these flout their obligations under the ATC, they seek to 
change the agreement and impose even greater demands on us. Maybe 
they hope that their campaign will divert attention from their 
record of non-compliance. But it should not. 

Let's look first at the U.S. record of implementation. Under 
the ATC. we agreed to phase-out the textile quota system by 2005, 
and we are doing so. We compiled and released to the public a ten- 
year integration schedule, listing exactly when quotas on all 
products will be lifted. No other nation went so far; and no other 
nation operated with more transparency in its integration process. 
The U.S. did so to give ample notice to exporting countries, the 
U.S. industry, and domestic retailers. We have already eliminated 
quotas on 16% of the products listed on the annex, as the ATC 
requires, and we are allowing imports to increase as authorized by 
the "growth on growth" provisions of the ATC. In addition, we have 
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begun to cut tariffs on a variety of products. By 2005, the 
tariffs on some will drop by as much as 30%. 

Sow let's look at the record of textile exporting countries. 
They made two promises under the ATC, neither of which has been 
kept. First, they promised to open their domestic markets to 
textile imports, so that American firms would have the same right 
to sell our products to them as they sell to us. That is free 
trade and reciprocity. But the exporting countries don't practice 
what they preach. They lecture us about our markets being closed 
to their textile products while keeping barriers within their own 
markets that bar U.S. textile firms from selling there. 

Consider just two statistics to make my point. In 1995, the 
United States imported more than $1.5 billion in Indian textile 

goods while India purchased from the U.S. only $21 million let me 

repeat, $21 million in U.S. textile products. The same year, 

Pakistan sold us $768 million in textile goods, while buying from 
us only $10 million in imports. Rather than open its markets to 
U.S, products, India is closing its markets even tighter. 
Recently, India imposed supplementary tariffs on top of already 
steep tariffs. In the case of floor covering, for example, this 
means that Indian tariffs are 95%. 

Second, exporting nations under Article 5 of the ATC promised 
to bear down on illegal transshipments, re-routing and false 
declarations concerning country of origin. In a nutshell, this 
means that exporting countries promised to comply with quotas and 
stop quota circumvention. But since the ATC went into effect, our 
Customs Service has found increasing cases of quota evasion. 
Although the most persistent violator is China, which is not a WTO 
member, member states like Hong Kong, are also implicated. In 
fact, for the past several months. Customs has met enormous 
resistance from Hong Kong as it has tried to obtain Hong Kong's 
help in investigating goods made in China but shipped under Hong 
Kong labels to use Hong Kong's excess quotas. 

I would like to submit a letter that Congressman Coble and I 
sent the President last July, in which we expressed concerns etbout 
the Singapore talks and textiles. 1 am pleased that the Clinton 
Administration understands and is sympathetic to the concerns we 
have raised. On July 17, our government issued a paper urging the 
Committee on Trade in Goods, an arm of the WTO, to examine the 
problems of compliance with the market access and transshipment 
sections of the ATC. Those are precisely the topics we should 
take up in Singapore . 

The Uruguay Round took effect less than two years ago. Despite 
our objective, which was to seek a balance of trade gains and 
losses within each sector, the textile and apparel industry came 
out a net loser. This was a donor industry where concessions were 
given up for the sake of gains in other sectors. This industry is 
now paying dearly for those concessions. Our overall trade deficit 
in textiles and apparel with the world was $34 billion in 1994, the 
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year before the WTO became effective; last year, the 
textile/apparel trade deficit was $35.8 billion, which represents 
an increase of more than SV. If you look at imports just from WTO 
countries, the figures are particularly revealing about the price 
we are paying for GATT. Our textile/apparel trade deficit with WTO 
countries increased in 1995 over 1994 by almost 11%. 

I was in Geneva as the Uruguay Round neared its conclusion, 
and I presented U.S.T.R. with the industry's one last plea. "At the 
very least," the industry asked, "make our obligation to open our 
markets to each exporting country contingent on its opening of its 
markets to U.S. textiles and apparel." Our negotiators made such 
a proposal, but the negotiations ended before it was made explicit 
enough in the agreement. It was understood, nevertheless, that 
reciprocal access was implicit in the ATC. The exporting countries 
charge that we are not abiding by "the spirit of the ATC," but this 
was the "spirit of the ATC." 

The textile exporting countries seek to change the terms of an 
agreement already balanced heavily in their favor. It is absurd of 
them to ask that we tilt this agreement even more to their 
advantage. It is outrageous to make this demand when they have not 
upheld their obligations to open their markets to our textile and 
apparel goods . 

We have kept our obligations under the ATC. What we should 
discuss in Singapore is why the exporting countries have not met 
theirs, and what the WTO should do about it. 

Let me turn from textiles to another major employer both 
nationally and in South Carolina, the paper and wood products 
industry. Later today, you will hear from witnesses who represent 
both the American Forest and Paper Association and the United 
Paperworkers International Union. They will be urging the Clinton 
Administration to push Che EU in Singapore to drop its steep 
tariffs on U.S. paper and wood products. What they seek is "zero 
for zero" by 1998; no tariffs on paper and paper products on either 
side of the Atlantic by 1998. I strongly support their position and 
I have written to Ambassador Barshefsky to urge our government to 
join Canada which already supports it. I would like to submit my 
letter with my testimony. 

Today, tariffs on U.S. paper products going to Europe are more 
than triple the tariffs that we impose on European paper products. 
That is neither free nor fair trade. As a result of these high and 
discriminatory tariffs, European exports to the United States have 
surged while our exports to Europe remain flat. High European 
tariffs deny American paper companies sales they have earned by 
their competitive advantage, and they deny good-paying jobs to 
American paper workers . 

The Ways and Means Committee included in the Uruguay Round 
implementing legislation a mandate that the Administration treat 
zero tariffs on paper and wood products as a negotiating priority. 
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This committee and the Congress wisely recognized the importance of 
this issue for our economy and our workers. I know that the 
Clinton Administration also sees the importance of "zero for zero" 
and has been working hard to achieve it . 

If there are to be talks in Singapore, let's not waste them on 
rhetoric about free trade; let’s go prepared to talk about sectors 
like paper and forest products, where U.S. firms have a competitive 
advantage but cannot use it . 

The Director General has called us to review compliance with 
the WTO. Let's take Mr. Ruggiero at his word and make Singapore a 
venue where our government presses our trading partners to meet 
their WTO obligations so that U.S. companies and American workers 
can finally get a fair shake in world markets. 
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Chairman Crane. Thank you, John. 

Mr. Coyne. 

Mr. Coyne. No questions, Mr. Chairman. 

Chairman CRANE. Mr. Matsui. 

Mr. Matsui. I thank the Chairman. 

I would like to thank the gentleman from South Carolina for his 
testimony. John, actually, I have been asked to ask you this ques- 
tion by L.F. Payne, who is a Member of this Subcommittee but was 
not able to attend. 

You have introduced your legislation, which you spoke about, 
and you have identified certain problems with the WTO. Would you 
briefly describe in what way your legislation, if it should be enacted 
into law, would give assistance to the textile industry? 

Mr. Spratt. First of all, we want to see the rules that we have 
strictly enforced, and we want stiffer sanctions when we apprehend 
countries that are violating the quota system that we still have for 
these few remaining years — for example, transshipment, quota eva- 
sion, and mislabeling. It is still an epidemic problem, and it is still 
a problem estimated by Customs itself to be of the magnitude of 
$2 to $4 billion involving China alone. 

So, we are saying let us stiffen the sanctions because we have 
found that detection is extremely difficult. It involves a lot of man- 
power and effort. You catch them mostly by chance. If we can in- 
crease the penalties, we can rely more upon deterrence to stop this 
practice. We have a list of additional sanctions included in the bill. 

Second, we are saying let us condition the opening of our mar- 
kets further with countries that are in the WTO or those outside 
the WTO, like China, that still have not joined, and we still have 
more negotiating leverage with them, upon their opening their 
markets on a reciprocal basis to us. That is free and fair trade. 

So, we are trying to lay that down as a working principle of our 
trade relations with our trading partners like China, who enjoy lib- 
eral access to our markets. But China, Pakistan, India, and 
Bangladesh, which have enormous capacity, already ship tremen- 
dously to us, but simply do not buy anything in return. That is not 
just because we do not make products that will be attractive to 
them because they have such a low wage advantage. We make a 
lot of cloth, a lot of yarn, a lot of basic textile products that they 
could probably use and buy from us if there were only a free and 
open opportunity to do so. 

We also make some end products that would probably sell in the 
Indian market, for example, where there is a substantial middle 
class — sheets and towels and things like that. If we had the oppor- 
tunity to access their markets, we could probably be selling in re- 
turn to make up for the displacement in our markets of their sub- 
stantial imports to us. 

Our bill seeks these two things — enforcement of the rules of 
trade that we have now, with tougher sanctions on the violators, 
and reciprocity, market opening for those countries that enjoy lib- 
eral access to our markets. 

Mr. Matsui. Thank you. No further questions, Mr. Chairman. 

Chairman CRANE. Thank you. 

Ms. Dunn. 

Ms. Dunn. No questions, Mr. Chairman. 



19 


Chairman Crane. Mr. Houghton. 

Mr. Houghton. No questions, Mr. Chairman. 

Chairman Crane. Mr. Ramstad. 

Mr. Ramstad. No questions. 

Chairman Crane. With that, we thank you very much, John, for 
your testimony. 

Mr. Spratt. Thank you, Mr. Chairman. I appreciate this oppor- 
tunity. 

Chairman Crane. Our next witness is Hon. Charlene 
Barshefsky, Acting U.S. Trade Representative. 

STATEMENT OF HON. CHARLENE BARSHEFSKY, ACTING 
UNITED STATES TRADE REPRESENTATIVE 

Ms. Barshefsky. Thank you, Mr. Chairman. 

I would ask that my full statement be submitted for the record. 

Chairman Crane. It most assuredly will be. 

Ms. Barshefsky. Thank you. 

It is a pleasure to see you, of course, and the Members of the 
Subcommittee, and it is a pleasure to be before you today to discuss 
the WTO Singapore Ministerial Meeting. 

It goes without sajdng, Mr. Chairman, that your Subcommittee 
has played a vital leadership role with respect to the passage of the 
Uruguay round and with respect to making the WTO a reality. I 
believe that trade policy works best when it is bipartisan. That is 
the way we have aJways operated, and I think the statistics show 
that that is the best way for the country to operate. 

Trade of course matters because of its ability to enhance domes- 
tic economic opportunity and to increase high-wage jobs in Amer- 
ica. We do not negotiate trade agreements to get the agreements; 
we negotiate them to get the jobs they produce. They serve as a 
tool for economic prosperity. 

This view of trade is fundamental to this Subcommittee, and it 
is fundamental to the President of the United States. That is why 
trade policy has played such a fundamental and important role in 
U.S. economic prosperity and growth these past 4 years. Let us 
take a moment to look at the record. 

We are currently in the fifth year of economic expansion, with 
low inflation, strong industrial production, and very good prospects 
for continued job and output growth. Over 10 million net new jobs 
have been created, and these jobs are geared toward higher wage 
endeavors. 

For the third year in a row, the United States has been cited as 
the world’s most competitive major economy by the World 
Economic Forum. 

Trade has been one tool to accomplish these successes through 
the negotiation of new trade agreements, enforcing compliance with 
current agreements, and pursuing new expansion opportunities in 
Asia, Latin America, Europe, and Africa. 

Export growth has accounted for one-fiflh of the overall growth 
of our economy since 1992. About 1.5 million new jobs are sup- 
ported by this increase in exports. Overall, about 11.5 million jobs 
are supported by exports, and these jobs are good-paying jobs. 

Trade in goods and services has risen from a value equal to 25 
percent of U.S. GDP to just about 30 percent of GDP, or $2 trillion. 
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This Subcommittee has every reason to be proud of America’s 
economic record as this administration is proud of America’s eco- 
nomic record. In the last 3 1/2 years, U.S. exports in goods and 
services have grown by 37 percent; our manufactured product ex- 
ports are 42 percent higher now than in 1992; our exports of ad- 
vanced technology products have grown by 49 percent; the value of 
our agricultural exports is at a record high — it was a record last 
year, and we are going to break that record and start to create an- 
other record this year. Our commercial service exports are up 28 
percent. 

Our goods trade deficit with Japan has reached its lowest level 
in 4 years. Our goods exports to Japan have grown 47 percent since 
1992 even though the Japanese economy was in severe recession. 
I think our market opening agreements with Japan have paid off. 
As you know, in those sectors in which we have concluded agree- 
ments, U.S. export growth has been on average 85 percent. That 
is three times higher the overall rate of export growth to Japan. 
This is quite evident indeed in the auto sector, both for vehicles 
and for auto parts. 

Exports to our NAFTA partners are up. Indeed, exports to Mex- 
ico are now up 34 percent, much higher than the pre-NAFTA level, 
and this in the face of the worst economic downturn in Mexico in 
recent history. And of course, our exports generally to Latin Amer- 
ica and to the Pacific rim countries are also up. 

Our exports to China have also grown, but Mr. Chairman, as this 
Subcommittee is well aware, we are concerned about the trade fig- 
ures with respect to China and intend to continue aggressively to 
pursue market access and agreements compliance with China. 

Prospects for U.S. trade growth are likewise strong as we look 
ahead, particularly in the emerging markets of the world, where 85 
percent of the world’s consumers reside. We are very well- 
positioned to capture a portion of that growth, and we look forward 
to doing just that. 

Of course, locking those countries into a system of rules is criti- 
cal for us to achieve the kind of economic performance we would 
like, and that is where the WTO comes into play. As you know, the 
GATT system of trade rules has played a critical role in making 
markets more open and more fair, in creating rules and trans- 
parency and trade regimes that formerly were opaque. It has also 
been the foundation of our agreements in many other sectors, such 
as NAFTA, the FTAA and ^EC, all of which draw on fundamen- 
tal WTO principles as their core. 

Of course, now we turn to the first trade ministerial meeting of 
the WTO in Singapore in December. I would like to simply outline 
quickly for you what we would like to accomplish. 

First, we are most proud of the dispute settlement mechanism in 
the WTO, and we want to be sure that that mechanism is adhered 
to fully. We have brought more cases than any other country in the 
world — 17 now. We just won our first case on distilled spirits 
against Japan. We settled one, and we are about to settle three 
others because countries prefer not to go through the system if they 
can avoid it. 

We have a number of pending cases, however, including against 
Canada’s unfair barriers to American print publications, EU re- 
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striction on bananas, and Japan’s distribution system which inhib- 
its sales for imported film and photographic paper. 

Second, Mr. Chairman, I would like to comment briefly on sov- 
ereignty, and I would like to answer directly some questions that 
have been raised on occasion about whether the WTO impinges on 
the sovereignty of the United States. Unequivocally, the answer is 
no. 

First, the WTO operates by consensus only. This rule is now en- 
shrined in the WTO, and as the world’s most major single trading 
nation, what we say carries a lot of sway. 

Second, no substantive right or obligation of the United States 
can be altered or changed without our consent. 

Third, the WTO cannot change our laws or our environmental, 
health, or safety standards. Only Congress can do that. 

Fourth, we maintain the right to use all of our trade laws. And 
of course, this administration has been very aggressive, having 
brought 42 enforcement actions in 44 months under our trade laws. 

And last, of course, as you know, the WTO is not a treaty. It is 
a contract. And although I would hate to see this ever happen, 
were it to come to it, we could withdraw from the \^0. 

As we look ahead to Singapore, apart from dispute resolution, I 
would like to talk about several areas. First, of 'course, as Mr. 
Spratt said, we are looking to ensure full implementation by our 
trading partners of the commitments they made in the WTO. That 
is absolutely critical. We are doing it in the textiles sector; we will 
ensure full implementation in every sector. 

Second, we need to ensure that the “built-in agenda,” that is, the 
agenda of work that was created at the end of the Uruguay round, 
continues fully in every aspect. Whether it is standards, invest- 
ment, agriculture, rules of origin. Customs, or government procure- 
ment, the current work program of increased transparency, of noti- 
fication, must continue, and we must ensure that it does. 

In this same connection, we would like to see countries come for- 
ward with improved offers in basic telecommunications services, to 
try to conclude that agreement by mid-February. We are worUng 
closely with Europe on it, but improved Eimopean offers, while nec- 
essary, are not sufficient. If Asia does not move forward and im- 
prove its offers, no agreement will be possible. 

Also in this vein, with respect to the “built-in agenda,” we need 
to ensure that the existing Subcommittees on Trade and Environ- 
ment moves forward, making recommendations that are consensus 
in nature. 

Third, we would like to see the WTO move toward continued 
market access. In this regard, we are pushing the ITA, Information 
Technology Agreement, very hard, under which we and our trading 
partners would go to zero tariffs by the year 2000 in products criti- 
cal to the information superhighway, from cellular phones to high- 
end computers to local area networks and telephone switching 
equipment. This is a critical area for us. Tens of billions of dollars 
are at stake. We are pushing this in APEC, where we have re- 
ceived a very good reception. We have some concern about whether 
the European Community has the necessary mandate from its 
member states to move forward. 



22 


Fourth, of course, we need to agree on new directions for trade 
policy. The WTO must continue to remain relevant to today’s con- 
cerns. Nowhere is this more important than with respect to the 
work on trade and labor. As you know, Mr. Chairman, section 131 
of the Uruguay round implementing legislation charges the Presi- 
dent with pursuing this issue in the WTO. We must find a way to 
address the question of labor and trade so that we can ensure that 
our workers can compete on the basis of fair play rather than un- 
fair advantage. Dealing with this issue in the WTO is part of our 
effort to make sure the playingfield is level. 

As you know, Mr. Chairman, more and more, people in this coun- 
try and in other countries question whether trade a^eements are 
good for them, question whether trade agreements in fact create 
jobs. We must find a way of reassuring them that trade liberaliza- 
tion and market access are job-creating, and indeed for this country 
are necessary if we are to maintain our standards of living and in- 
crease economic opportunity for ourselves and for our children. 

Our proposal in the WTO seeks to give expression to the rel- 
evance that open markets and a rules-based trading regime have 
for improving the welfare of workers and to demonstrate that 
workers have a stake in continued trade liberalization. 

Of course, we do not want to prejudge the outcome of these talks 
or suggest a particular set of disciplines or particular prescriptions. 
I agree with you, Mr. Chairman, we must work together to come 
to consensus within our own country before we get too far ahead 
of ourselves. But as the implementing legislation directs and as the 
President has committed, we will begin the dialog on this issue in 
the WTO. 

Additional matters to keep the WTO relevant include issues of 
competition policy and trade and investment. These are very com- 
plicated areas. They are, even within our own business community, 
somewhat controversial. Here again, we believe the beginning of 
the dialog in the WTO makes sense, but we want to work with the 
Subcommittee to ensure that we move cautiously so that all of the 
U.S. interests and rights are preserved, particularly our antitrust 
laws and our antidumping laws. 

Finally, Mr. Chairman, as you know, this administration has 
gone to great lengths to combat bribery and corruption. We look at 
the WTO to make the contribution in this area. You know that in 
the OECD, there is a political commitment now to condemn the tax 
deductibility of bribes and to criminalize bribery and corruption. 
The contribution the WTO Singapore meeting can make is to 
achieve consensus on an interim transparency agreement in gov- 
ernment procurement. It is particularly in the government procure- 
ment area that bribery and corruption are most serious. If we can 
achieve greater transparency in public procurement processes, 
greater due process, and rights of appeal, we feel that this will 
have indirectly an important impact on the bribery and corruption 
question. 

In conclusion, Mr. Chairman, we believe the WTO Singapore 
meeting should be treated like a board of directors meeting, setting 
the pace and the tone, ensuring that existing commitments are ful- 
filled, keeping the organization relevant. And as we look toward 
the Singapore meeting, we look forward to working with you and 
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Members of the Subcommittee so that we can, in the bipartisan 
fashion that has been so critical, continue the tremendous job of 
economic growth for the United States on which we have embarked 
together. 

Thank you, Mr. Chairman. 

[The prepared statement follows:] 
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Mr. Chairman and members of the Committee, thank you for inviting nie to speak with you 
today about the WTO and the preparations now under way for its first ministerial conference, 
which will be held in Singapore on December 9-13 of this year. This Committee played a most 
important role in providing the necessary leadership to make the WTO a reality by taking the 
lead in assuring passage of the Uruguay Round Agreements Act. Your continued leadership in 
the development of U.S. policy for the WTO is a strong sign of U.S. commitment to use trade as 
an engine for sustainable growth. 

The Administration, with llie bipartisan cooperation and support of Congress, has always sought 
to achieve enhanced opportunities to sell U.S. goods and services in foreign markets. This 
Administration has entered into agreements which open new markets to U.S. exports; and then 
monitored and enforced those agreements, utilizing U.S. trade laws where necessary. 

When then-USTR Kantor appeared before you just six months ago, he reported that the WTO 
was already beginning to contribute to a fairer and more predictable trading environment in 
which to generate additional jobs and growth in the United States. Today, I can conftrm that this 
continues to be the case. U.S. growth and prosperity are increasingly linked to and dependent on 
the global economy. Our commercial, financial and political stakes in the well-being and 
prosperity of the rest of the world increase steadily with each passing day. While the close of the 
Cold War era has resulted in our Nation’s holding an unparalleled position of power and 
leadership, it is a supremacy sustained by an appreciation that the inexorable determinants of the 
modern world are the dynamism of market competition and the reality of economic 
interdependence. To ignore these facts would be to act irresponsibly with respect to our 
obligations both to the American public and to America’s friends and allies abroad. 

U.S. commercial policy has traditionally been focused on Canada, Europe and Japan. While 
these markets will continue to be large trade markets in terms of size, the emerging markets of 
Asia, Latin America and elsewhere hold much more promise in terms of large gains^ for U.S. 
exports. 

• Some 96 percent of the world’s population lies outside the United Slates and roughly 85 
percent of total world population is found in low or middle income countries. 

• ' Low and middle income countries are already importing more tiian SI trillion a year irom 

high income industrialized countries. 

• . More than 40 percent of U.S. exports currently go to these increasingly lucrative 
destinations. 

Over the last ten years, many of these countries began to adopt much more market-oriented 
internal policies and to reduce trade barriers at the border. Because of the adoption of more 
market-oriented policies, many of these countries are experiencing, of are poised to experience, 
very rapid rates of growth — in the. range of 5 to 6 percent a year or better. 

A group of 12 large emerging markets, dubbed the "Big Emerging Markets” (BEMs), has been 
identified on the basis of their sizable populations and considerable and rapidly growing markets 
for a wide range of products. (The BEMs, with nearly half the world’s population or 2.8 billion 
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people, arc Argentina, Brazil, China, Hong Kong, Taiwan, India, Indonesia, Mexico. Poland. 
South Africa, South Korea and Turkey.) 

• Overall. GDP in the BEMs is expected to grow an average of 6.3 percent annually from 
1996-2000, compared with an average of 2.9 percent among the industrialized countries. 

• BEMs’ imports of goods and services could increase by 75 percent by 2000, 

• What is happening in the BEMs is happening elsewhere in the emerging market world. 

In fact, low and middle income countries are expected to account for roughly three- 
quarters of the total increase in global imports outside our borders in coming years. 

The United States is particularly well-placed economically to serve the emerging markets in 
Asia, Latin America and elsewhere with exports. The traditional strength of the United States in 
world trade has been the tools of development— capital goods. Nowhere is there more demand 
for these goods — such as telecommunications and aircraft, industrial scientific instruments and 
construction equipment, and agricultural and data processing machinery — than in the fast 
growing emerging markets. Added to the advantages of the United States in the capital goods 
area are our strengths in agriculture, food and some U.S. branded consumer goods and 
commercial services. For all these sectors, the emergence of new middle classes in low and 
middle income countries will create major new opportunities for U.S. exports. 

The movement of low and middle income countries toward freer markets and faster growth 
presents the U S, economy and U.S. workers with a unique opportunity. By rapidly increasing 
our exports to these markets, we expand demand for the goods and services from our most 
productive industries — ones that offer more productive, higher wage U.S, jobs. Expanding trade 
witli emerging markets will help us work belter, work smarter and grow faster. The resulting 
improved performance of the U.S, economy will assist us in dealing with all those domestic 
economic issues that can be more easily dealt with when growth is faster. It will, for example, be 
easier to eliminate fully the federal budget deficit and support economically the retirement of the 
large baby boom generation with the type of stronger economic growth that exporting to 
emerging country markets can help us achieve. Expanding trade with these countries presents a 
challenge for us, but an even greater opportunity. 

One of the pjincipal trade (and economic) policy issues before us is how the United States can 
best posihon itself to help keep these countries on the right economic course with increasingly 
open markets to U.S. and global trade, and how the United Slates best benefits from serving the 
rapidly growing needs of the new emerging markets. The WTO can be a tremendous tool in our 
efforts to meet the challenge of securing access to these important markets, which is why it is 
especially important that we pay careful attention to the full implementation of the WTO as it 
gets on its feet ~ and set a course for the organization to continue to play a vital role in the 
expansion and guaranty of market access in the years to come. 

Before assessing implementation and the status of preparations for the WTO Ministerial, if may 
be helpiut to first address two issues that will help to put our objectives for Singapore in the 
proper context. We need to knock down two misconceptions. First, that trade agreements like 
the WTO are bad for U.S. workers and economic growth, and the second that the WTO erodes 
U.S. sovereignty. Neither of these contentions is true. 

Performance of the U.S. Economy 

Four years ago. President Clinton pledged to pursue policies to help restore jobsi growth and 
economic oppottunity in America. Since that time, the President has followed through on his 
promise - which included an activist foreign bade policy - and the economy has responded. 

The budget deficit has been cut every year during this Administration and now stands at half of 
the dollar value it was in 1 992, The budget deficit last year was smaller as a percent of ODP, at 
2.3 percent, than was the case for any otlier major world economy. The budget deficit this fiscal 
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year (ending September 30, 1996) is expected be roughly $117 billion-the lowest budget deficit 
in fifteen years (and roughly 1 .6 percent of GDP). 

Evidence of the current strength of the American economy is abundant. 

• We are in the 5th year of economic recovery with good prospects for continued growth. 
(Unusual for this ]a|e in a recovery, inflation is low, our ability to expand industrial 
production is not currently constrained by a lack of available production capacity and 
prospects for business investment and job growth remain good.) Last quarter, the 
economy grew at an annual rate of 4.8 percent (though growth is expected to moderate 
from here forward). 

• In the second quarter of 1996, U.S. GDP was running at an annual rate of $630 billion 
constant dollars higher than in 1992. From full year 1992 to the second quarter of 1996, 
real GDP has been growing at an average annual rate of 2.6 percent Annual disposable 
income is how more than $1,000 (constant 1992 dollars) higher than in 1992 on average 
for every man., woman 'and child in the country. 

• Since the beginning of 1993, over ten million net new jobs have been created, causing 
unemployment to stay at a level below 6 percent since late 1 994. The current 
unemployment rate (August) is 5.1 percent. Evidence suggests that job creation has been 
geared toward higher-wage jobs. A recent CEA study concluded that 68 percent of net 
job creation in the period from February 1994 ip February 1996 was for jobs paying 
above-median wages. 

Part of the President’s plan for economic prosperity has been the expansion of trade, in part 
through the negotiation of new trade agreements, enforcing compliance with current agreements 
and pursuing regional trade expansion in Asia, South America and Europe. Trade (exports plus 
imports) in goods and services (including earnings on foreign investment) has risen from a value 
equal to 25 percent of. GDP in 1 992 lo one equal to nearly 30 percent of GDP in 1 995, from $ 1 .6 
trillion to $2.1 trillion. 

The expansion of U.S. exports has been Impressive. From the fourth quarter of 1992 to the 
second quarter of 1996 (three and one half years): 

• the value of U.S. merchandise exports to the world has grown by 35 percent; 

• U.S. exports to Japan have grown by 47 percent, despite the Japanese economy’s being 
at or near recession, throughout the period; 

• U.S. exports lo the rapidly growing Asian Pacific Rim countries, excluding Japan and 
China, have likewise grown by 47 percent; 

• U.S. exports to NAFTA partner Canada are up by 5 1 percent and lo Mexico by 34 
percent; 

• the increase to Mexico is particularly remarkable in light of that country’s severe 
recession, which lowered Mexican GDP by 7 percent in 1995. U.S. exports lo Mexico 
fell by 9 percent, but recovery (to which NAFTA had contributed) has been rapid. U.S. 
exports to Mexico in the first six months of 1996 rose nearly 19 percent from a year 
earlier; 

• U.S. exports lo other markets in Latin America were up by nearly 32 percent over the 
three and one half year period; while to the European Union (experiencing only modest 
economic recovery over the period) U.S. exports were up by 24 percent. 
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Also, 


• U.S. exports of maiiufacturcd products nxe currently running at an annual rate of $525 
billion so far in 1996, or 42 percent higher than in 1992. 

• U.S. exports of advanced technology products (a sub-part of manufactured products) 
have grovyn even faster. They arc running at a rate of $160 billion so far this year, some 
49 percent higher than in 1992. The Untied States also enjoyed a trade surplus in 
advanced technolo^ products of $13.6 billion in 1995. The surplus in the first 6 months 
of 1996 is a third higher than in the comparable period of 1995. 

• The value of U.S. agricultural exports, after a number of years of slow growth, have 
increased sharply in the last year and a half. They were up by 22 percent in 1995 to a 
level of $56 billion. In the first 6 months of J 996, agricultural exports are up by another 
! 3 percent relative to a year earlier. 

• U.S. commercial service exports are currently running at an annual rate of $227 billion, 
up 28 percent from 1992. 

The President has emphasized the reduction of barriers to and the expansion of U.S. trade as a 
tool for creating greater economic opportunity for U.S. citizens. U.S. exports generally represent 
the output of some of America’s most advanced and productive industries — industries where 
both labor productivity and wages are higher than the U.S. national average. 

• Estimates place the wages paid for U.S. jobs supported by U.S. goods exports at some 13 
percent to 16 percent above the U.S. national average wage. 

Thus, agreements to lower barriers to U.S. trade over time help shift the composition of U.S. 
employment growth toward higher productivity, higher paying jobs, also helping to raise U.S. 
living standards. 

The growth of U.S. jobs supported by exports has, in fact, been significant under the Clinton 
Administration. 

• Since 1992, jobs supported by exports rose by t.5 million to an estimated level of 1 1.4 
million in 1996. 

• Of those 1 1.4 million jobs, an estimated 7.7 million were supported by goods exports, 
including 950,000 jobs attributable to agricultural goods exports. 

Export-supported jobs have risen significantly, in part because of the underlying strong growth in 
U.S. exports. Goods and services exports so far in 1996 (based on the first 6 months) are running 
at an annual rate of $848 btUlon, some 37% or $230 billion higher than in 1992. 

Why have exports grown so much? 

• Some improvements in foreign growth have recently helped U.S. exports, as has a 
competitively valued dollar (though the dollar has been appreciating for a number of 
months now). 

• The Administration has achieved a great deal of foreign market opening through the 
negotiation of over 200 trade agreements, including the WTO Agreement, NAFTA and a 
number of bilateral agreements with Japan. 

• In addition, thanks to an activist trade policy. U.S. business understands better than ever 
that, if it makes an efTort to export but encounters foreign government barriers, the . 
Administration, backed by a supportive Congress, will be ready -to help. The 
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commitment of the President to open markets has thus made it more worthwhile for 
business to make the effort to export even in restricted market environments. 

Trade Balance Not the Measure of Our Trade Competitiveness or Economic 
Success 

For the pas.t three years the United States has been ranked as the world’s most competitive major 
economy by the World Economic Forum. In agricultural, manufacturing and service sectors, the 
U.S. produces some the world’s best products and some of the best value for the price. Our 
exports, as noted earlier, haye accordingly grown rapidly. Especially noteworthy was the record 
$56 billion in agricultural exports last year. The $26 billion trade surplus in agriculture in 1 995 
was the second highest ever. Since the beginning of the Administration, the expansion of goods 
and services exports has accounted for about a fifth of the increase in our GDP. 

The United States has enjoyed a sustained period of healthy growth, rising employment, falling 
unemployment and moderate inflation. The rise in our trade deficit earlier in the Administration 
was, in fact, related to the favorable performance of the U.S. economy. The U.S. economy began 
to recover earlier than other countries from the global recession of the early 1 990s and to grow 
faster than the markets of many of our major trading partners. As a result, our demand for 
imports rose at a lime when foreign demand for U.S. exports was dampened by lack of growth in 
foreign purchasing power. The Japanese economy, for example, is just now emerging from a 
long recession during which it experienced very little growth for 4 years. 

No previous Administration has made a greater effort, or had more success, in reducing barriers 
to U.S. trade. Foreign trade barriers influence the trade balance, and we address these barriers 
vigorously. However, more recent increases in the deficit largely reflect the superior 
performance of the U.S. economy. The figures tell the story. 

• Even as our trade deficit has risen, U.S. industrial production has grown nearly 17 percent 
in real terms over the last three and one half years. In contrast, the level of industrial 
production in Japan -- a country with which wc still have a large deficit — is currently 
slightly below where it was three and one half years ago. In Germany, another country 
with which we run a deficit, industrial production is currently 4 percent below where it 
was three and one half years ago. 

• Similarly for employment. The 10.5 million job growth since the President took office 
stands in sharp contrast to a near zero job growth in the other high income, large 
industrial economies of the G-7. In the United States, the unemjiloyment rate is currently 
5 '. 1 percent compared to an average rate in the vicinity of 1 0 percent for France, Germany 
and the United Kingdom. 

My point is not to criticize our foreign trade partners, but only to provide some context for the 
rise in the U.S. trade deficit, a context that is reassuring with regard to the relative U.S. economic 
performance over the last three and half years. 

Although the trade deficit did rise earlier in the Administration, we are seeing progress now. 

• The U.S. export growth rate accelerated in 1993, 1994 and 1995. So far in 1996, exports 
are about 8 percent above the same period of 1995. 

• Starting in July of 1995, the growth of U.S. exports exceeded the import growth rate. We 
have just completed the 12th consecutive month in which export growth has exceeded 
import growth. 

• Asa result, it appears that the U.S. trade deficit has peaked and begun to fail. In the first 
6 months of 1996, the goods trade deficit was 3.5 percent below the deficit of a year 
earlier, while the goods and services trade deficit was 14.2 percent below a year earlier. 
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Even at its recent peaks, the trade deficit, as a share of U.S. GDP, is well below the heights it 
reached in the mid 1980$. 

• On a goods and service basis, the trade detlcit equaled 1.5 percent of GDP in i9$5 and 
an estimated 1 .2 percent of GDP in the first half of 1 996. This compares to the previous 
peak in the goods and services trade deficit equal to 3.3 percent of GDP in 1987. 

• For goods trade alone, the deficit represented 2.4 percent of GDP in 1995 and estimated 
2.2 percent in the first half of 1996. This compares to the previous peak of 3.2 percent of 

GDP in 1987. 

The evidence of an improvement in the U.S. trade balance is nowhere greater than with Japan. 

• In 1 995, our exports to Japan were up by 20 percent while imports from Japan were up by 
less than 4 percent. As a result, the deficit fell from over $65 billion in 1994 to $59 
billion in 1995. 

• In the first 6 months of this year, exports were up by over 1 1 percent while imports have 
fallen by 10 percent, and the deficit is running at a rate 3 1 percent below a year earlier. 

Many factors account for these recent improvements. However, the Administration's aggressive 
trade policy vis a vis Japan has played an important role in expanding U.S. exports. 

• A recent study by the Council of Economic Advisors has shown that in goods sectors 
where we have reached trade agreements with Japan under the WTO, the Framework 
Agreement and other bilateral initiatives, U.S. exports have grown by 85 percent since the 
Administration took office - or three times faster than the overall growth of exports to 
Japan. 

In tlie automotive sector, where we reached agreement last year, the changes in the trade figures 
have been particularly promising. 

• In the first 6 months of 1 996, U.S. exports of vehicles and parts to Japan were up by over 
1 8 percent, while imports were down by almost 20 percent. 

» The 6;nionth deficit fell from $19.1 billion in 1995 to $14.5 billion in 1996 (a 24 percent 
decrease). 

As tlie deficit with Japan, though still large, has receded, legitimate concerns have grown about 
the increase in the U.S. trade deficit with China. Though the rate of increase has clearly slowed, 
the deficit with China was running at an annual rate of $36 billion in the first half of 1996. We 
are particularly concerned in light of Chin«e restrictions on market access for U.S. exports. We 
have targeted such Chinese practices as well as sought vigorous enforcement by China of 
existing bilateral trade agreements. U.S. exports to China grew by 57 percent between 1992 and 
1995, though the rate of export expansion slowed sharply in at least the first half of 1996. 

While our deficit with China is large, the composition of our trade with China has favorable 
aspects. 

• U.S. exports to China are heavily weighted toward higher valued capital goods such as 
aircraft (43 percent of total U.S. exports to China) and industrial suppl ies (37 percent of 
total). 

• Imports from China are dominated by consumer goods, such as apparel, toys and 
consumer electronics (71 percent to total U.S. imports from China). The Increase In such 
imports from China tends less to displace U.S. production than it does U.S. imports of 
such items from now higher cost foreign producers in Asia and elsewhere. 



30 


The WTO is Good for American Interests 

Despite the numerous benefits of trade liberalization and expansion, concerns are still raised 
about the Uruguay Round Agreements and the creation of the WTO. Some fear that the WTO 
Agreements have caused American jobs to go abroad. The evidence, however, suggests that the 
United States is benefiting in many ways, including job growth. 

Trade agreements that permanently change the rul^ and structure of trade, like the WTO 
Agreement, are really investments in long term growth. 

• At the time of its consideration by Congress, the Administration estimated that the 
Uruguay Round could result in a U.S. economy $100 to $200 billion (constant dollars) 
larger, after ten years, than it would have been without the Agreement. 

• This would be the eq^uivalent of increasing the U.S. average GDP growth rate by as much 
as 0.3 percent a year tor a decade. 

The WTO Agreement only entered into force on January 1, 1995, but we arc already seeing 
impressive growth in sectors that are critical to the U.S. economy and sectors where we fought 
hard to open markets. 

For {^culture, U.S. exports to WTO Members grew by 28 percent in the first year of the 
WTO’s operation, and continued to grow at a healthy pace in the first six months of 1996. 
Countries that heretofore had banned imports of U.S. products, such as rice and apples, were 
required to open their markets, As stunning as the numbers are, the pressure on countries to 
faithfully implement the Agreement has probably been an even greater accomplishment. We’re 
making sure the Committee on Agriculture is viewed by all WTO members as a forum where 
detailed scrutiny is given to each and every country’s progress in adhering to commitments on 
domestic support, import performance under tariff rate quotas and export subsidies. 

For industrial goods ** where we obtained substantial market opening through the so-called 
“zero-zero initiatives” and chemical harmonization - U.S. exports to WTO Members of products 
covered by these initiatives grew nearly 30 percent in 1995 and continued to expand in the first 
six months of 1996, growing by 15 percent over the levels achieved in the first half of 1995. 

• In 1 995, exports of paper grew more than 40 percent; construction equipment by nearly 
30 percent; chemicals and agricultural equipment by over 25 percent; and export growth 
in steel nearly doubled. 

The WTO Does Not Challenge US, Sovereignty 

Members of this Committee know well that none of the gains realized by establishing the WTO 
have come at the expense of U.S. sovereignty. The WTO. retains many of the strengths and 
traditions of the General Agreement on Tariffs and Trade (GATT). It is a member-driven 
organization, continuing the nearly fifty-year practice of decision making by consensus. 

As the world’s largest economy, the United States has a major voice in making any decisions, 
and no substantive right or obligation of the Unit^ States can be altered or changed without our 
consent. The WTO cannot force the United States to repeal or amend any provision of federal or 
state law or to apply or enforce our law in any particular manner. Only the U.S. Congress, along 
with state and local governments, can change federal, state or local laws or regulations. Neither 
can the WTO dictate to us our environmental or health standards. In the WTO panel decision on 
reformulated gas, the panel itself noted that it was not its task to examine the desirability or 
necessity of the environmental objectives of the Clean Air Act. 
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We maintain the right to use our trade laws ~ and this Administration is committed to using 
those laws to ensure other countries live up to their obligations. The WTO Agreements contain 
tougher dispute settlement rules which are already serving U.S. interests, but they are not our 
only tool to open foreign markets. Wc have used — and will continue to use — all of our trade 
laws to stand up for the interests of American workers and firms. 

Making Use of Stronger Enforcement and Dispute Settlement Mechanisms 

Much of our activity since the WTO entered into force has focused on enforcement and 
implementation of the results of the Agreements. For the multilateral system to remain credible, 
the Agreements already in hand, as well as the cunent work before the WTO, must be fully 
implemented. Effective enforcement depends on strong implementation of the Agreements 
internationally — this has been our top priority over the past year and as we look to Singapore. 

The WTO dispute settlement mechanism is proving to be a very effective tool to open other 
nations* markets. The United States insisted on tough new dispute settlement rules because. we 
bring — and win - a significant number of cases before dispute settlement panels. And we settle 
a lot of disputes by initialing the dispute settlement process - indeed, enforceability of the 
dispute settlement rules has made settlement of disputes a much more frequent, speedy and 
useful outcome. Before the WTO, the global trading rules did less to benefit American workers. 

The United States has invoked formal procedures under the new WTO dispute settlement 
mechanism in 1 7 cases — fer more than any other country in the world. Eleven new cases have 
been launched since January 1996 when the USTR Monitoring and Enforcement Unit was 
created. 

The process is certainly working to our benefit already: we won the first case that we look to the 
WTO, involving Japan’s taxes on liquor imports; we have signed a settlement agreement in one 
case, involving EU imports of grains; and we arc working towards settlement on at least 3 others 
(Japan sound recordings, Portugal patent term, Turkey box office tax.) Among some of the other 
important cases which we are vigorously pursuing are; 

• Canada - magazine imports. The United States Invoked WTO procedures in March 
1996 to challenge Canada’s discriminatory practices that protect its domestic magazine 
industry, and the matter was refened to a WTO dispute settlement panel in June 1996. 
The panel’s report is expected by February 1997. 

• EU ■> banana imports. Afler holding consultations with the £U under WTO dispute 
settlement procedures in 1995, the United States, Guatemala, Honduras and Mexico were 
joined by Ecuador in February 1996 in challenging the EU’s practices relating to the 
importation, sale and distribution of bananas. A dispute setUement panel was established 
in May 1996, and its report is expected to be issued by January 1997. 

• Japan - distribution services. In June 1996, the United States initiated WTO dispute 
settlement proceedings regarding measures affecting market access for distribution 
services applied by the Government of Japan pursuant to or in connection with Japan’s 
Large Scale Retail Stores Law. 

• Japan • photographic film and paper. In June 1996, the United States initiated WTO 
dispute settlement proceedings to address various laws, regulations and requirements of 
the Government of Japan affecting the distribution, offering for sale and internal sale of 
imported consumer photographic film and paper. The measures include a number of 
laws, regulations and administrative actions, originating in Japan’s strategy of 
lil^raiization countermeasures in this sector, and inhibiting sales of imported film and 
paper. Japan’s photographic film and paper market is valued at about S2.8 billion per 
year. 
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Let me also cite some specific examples of the results we have achieved fiom focusing on 

implementation of new obligations assumed in the WTO: 

• TRIPs. During the past 6 months we have invoked dispute settlement procedures in 4 
cases to enforce other countries* obligations under the WTO Agreement on Trade-Related 
Aspects of Intellectual Property Rights (TRIPs Agreement): 

— Japan - sound recordings. In February, the United States initiated WTO dispute 
settlement proceedings against Japan for denying protection to hundreds of 
millions of dollars' worth of U.S. sound recordings made between 1946 and 1971. 
Japw subsequently agreed to change its law, and consultations are continuing on 
Japan's plans for implementing such a change. 

Portugal - patent protection. In April, the United Stites invoked WTO di^ure 
settlement procedures to challenge Portugal’s patent law, which fails to provide 
the required minimum twenty years of patent protection to all patents still in effect 
on January 1 of this year As a direct result of the U.S. challenge, Portugal 
announced a series of changes to its system to implement its obligations. 

India - patent protection. In July, the United States invoked WTO dispute 
settlement procedures to challenge India’s failure to establish a “mailbox” 
mechanism for patent applications for pharmaceuticals and agricultural chemicals, 
and a system of granting exclusive marketing rights in such products. Both arc 
clear TRIPs Agreement obligations. 

- Pakistan - patent protection. The United States is also using the WTO dispute 
settlement niechanism to enforce Pakistan’s obligation under TRIPs to establish 
the “mailbox” and exclusive marketing rights systems. In July, after our 
consultations with Pakistan failed to produce concrete results, the United States 
requested that the matter be referred to a panel. 

We will continue on an ongoing basis to monitor the steps countries have taken - or 
fdled to take - to implement their TRIPs obligations. 

« TRIMs. We are currently undertaking a similar initiative with respect to the WTO 
Agreement on Trade-Related Investment Measures (TRIMs), which prohibits WTO 
members from imposing on foreign investors certain performance requirements or linking 
the receipt of incentives (e.g., tax Iwnefits, tariff reductions, etc.) to certain performance 
requirements. Such measures are applied in some sectors of importance to U.S. firms and, 
workers — especially in the auto sector — and we expect to use WTO procedures to ensure 
strict adherence to the TRIMs Agreement to prevent the proliferation of such measures 
that can be so harmful to U.S. interests. 

• Agriculture. We have been examining closely how countries are implementing the 
market iu:cess, domestic support and export subsidy commitments that they made under 
the WTO Agriculture agreement, and we have already used WTO procedures to address 
problems in that area as well as other barriers facing agricultural exports: 

EU - grain imports. In July 1995, the United States invoked WTO dispute 
settlement procedures to enforce the EU’s WTO obligations on imports of grains. 
Last September we requested that a dispute settlement panel be established to 
review our complaint, but before a panel was established a settlement was 
reached. The settlement ensures implementation of the EU*s Uruguay Round 
market access commitments on grains, reduces import charges on rice and 
provides for consultations on the EU’s “reference price system." 
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Hungary - agricultural export subsidies. In March 1996, (he United States, 
joined by Argentina, Australia, Canada, New Zealand and Thailand, began a 
process of consultations with Hungary under WTO dispute settlement procedures 
concerning Hungary’s lack of compliance with its scheduled commitments on 
agricultural export subsidies. 

Korea - meat imparts. The United States and Korea consulted under WTO 
procedures and reached a settlement in July 1995 concerning Korea’s food 
regulations, which contained arbitrary shelf-life restrictions that were a barrier to 
U.S. exports of many agricultural products. Under the terms of the settlement, 
Korea agreed to convert to a manufacturer-determined shelf-life system for U.S. 
beef, pork, poultry and other foods. Manufacturer-determined shelf-life systems 
are used throughout the world. Korea also agreed to remove other barriers to U.S. 
agricultural exports. 

- EU - meal imporis. In January the United States invoked WTO dispute 

settlement procedures to challenge the EU’s restrictions on imports of meat from 
animals treated with growth hormones. In May a panel was established to review 
the U.S. complaint, and its report is expected by February 1997. 

— Australia - salmon imparts. Australia bans imports of untreated fresh, chilled or 
froixn salmon from the Uttiled States and Canada, allegedly for sanitary reasons, 
even though a draft risk assessment found in 1995 that imports of eviscerated fish 
are not a basis for concern about the transmission of fish diseases to Australia’s 
fish stocks. In November 1995 the United States invoked WTO dispute 
settlement procedures and consulted with Australia on these restrictions. The 
Australian government is in the process of reconsidering the scientific basis for 
the restrictions. 

Dispute settlement is not the only WTO forum used by the United States to ensure that other 
countries’ obligations are met. For example, when the European Communities expanded to 
include Austria, Finland and Sweden, we obtained compensation valued at over $4 billion and 
which included substantial reductions in Europe’s semiconductor tariffr. These negotiations 
were conducted under WTO rules. 

Transparency remains a fundamental issue for the WTO. As this Committie may recall, the 
Uruguay Round Agreements Act mandated the United States to move the WTO ahead in this 
critical area. We are continuing to pureue every avenue to make the WTO and its proceedings 
more open and transparent, particularly with respect to dispute settlement. In July, we reached 
an agreement that advanced this important objective and the system will be much improved as a 
result. We obtained much needed improvements in Uie system by, among other things, assuring 
the prompt derestriction of dispute settlement panel reports when they are circulated to the 
membere. 

I am also pleased to report to you that the WTO has finally entered the Information Age and, like 
many other organizations, has put itself on the Information Superhi^way. One can access the 
WTO home page (including via the USTR home page) and stay current on the variety of issues 
before the Organization, This transparency is welcome. At the same time, the WTO is lookitrg 
to build bridges with non-govemmental organizations (NGOs). NGOs will be able to attend the 
Singapore Ministerial ineeting. These are important improvements that should further strengthen 
understanding of the WTO. 

Looking Ahead to Singapore 

The WTO 'Agreement mandated that the WTO meet at ministerial-level at least every two years. 
Prqrarations for the meeting in December in Singapore are under way in Geneva, primarily in the 
respective Committees responsible for implementing the respective Agreements, and under the 
direction of the Chairman of the General Council, Ambassador Rossier of Switzerland, and 
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Director General Ruggiero., At Singapore, Ministers will have before them a series of reports and 
decisions covering the broad range of issues before the WTO and its future course. 

You may recall that in the GATT, Contracting Parties met once a year, but traditionally the 
meetings were not at ministerial level unless an extraordinary event was planned like the launch 
or conclusion of a new round of trade negotiations. With trade so vital to our economic interests, 
we made the decision that more regular involvement of Ministers should take place in the WTO. 
Singapore, as the first of such meetings, will undoubtolly set precedents for the future. This is 
one of the reasons why we have argued that the first conference be realistic in its aspirations. 

A second important difference about this meeting, as compared to previous GATT Ministerial 
meetings, is that the WTO already has a substantial forward-looking agenda in terms of the 
mandates that are reflected in many of the Uruguay Round Agreements. In some areas, such as 
services and rules of origin, substantial negotiations were mandated. 

The Singapore meeting will not call for the launch of a new trade round, or the establishment of 
targets for free trade in the future. What it will do, and we hope effectively and efficiently, is: 
review how far the WTO has come with respect to its present agenda; expand market access 
opportunities; and determine what areas the WTO must address to stay on the cutting edge of 
trade policy and to maintain the widespread consensus for free and fair trade around the globe. 
Essentially, this meeting should be seen as the first meeting of the WTO’s Board of Directors. It 
will be an important test of the WTO’s credibility as a forum for continuous consultation, 
negotiation and liberalization. 

I will touch upon some of the highlights for the Committee in terms of what is already required 
of the WTO.. 

IMPLEMENTATION AND THE BUILT-IN AGENDA 

I spoke earlier about the priority this Administration attaches to implementation of the WTO 
Agreements. Like many other countries, we believe that this must be given substantial priority. 

It is clear that the American people will not support new agreements if current agreements are 
not enforced. I should note that in its report to the President in March, the Advisory Committee 
for Trade Policy and Negotiation (ACTPN) indicated the importance that it attached to this 
aspect of the agenda. Thus, one of the most important tasks we have this Fall is to assure that the 
committees administering the respective WTO Agreements report on the state of implementation, 
the problems and successes and how we should proceed in the future. All WTO committees and 
other subsidiary bodies are currently drafting reports on their activities and the status of 
implementation of their respective Agreements. Final reports are expected to be submitted to the 
General Council by late October or early November so that it may adopt its own consolidated 
report to Ministers well in advance of the Singapore meeting. 

There is a broad consensus that implementation -- including the built-in agenda — must be an 
important focus of the Ministerial. The WTO work program presents an ambitious set of 
obligations and initiatives, the full and timely implementation of which is critical to the 
credibility of the WTO and to gaining full advantage of all the benefits of the WTO Agreements. 
While our objectives and preparations for this aspect of the Ministerial may not enjoy as much 
visibility as for some of the other Singapore agenda items under discussion, we attach immense 
importance to achieving a successful outcome in this fundamental area of the WTO's work. We 
have argued that there is nothing mundane about such critical matters as the progress being 
made, for example, in implementing agricultural support reduction commitments or in putting in 
place the necessary mechanisms for the protection of pharmaceutical patents. 

“Implementation” is the functional equivalent of “enforcement.” This Administration has 
devoted a tremendous amount of attention and resources to monitoring and ensuring that the 
several hundred trade agreements which we have negotiated are honored faithfully, and our 
attention to this aspect of the Singapore agenda is a leading example. But enforcement is not the 
only consideration. Through our review of how the Agreements are working in practice, we may 
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identify areas where adjustments in certain provisions are warranted or the streamlining of 
certain obUgations ~ such as in ie case of noti fications of laws and practices - might make the 
system work better overall Obviously, these sorts of questions need to be approached on a case- 
by-casc basis, but the basic emphasis should be on how to ensure or improve compliance with 
substantive obligations while avoiding an over-bureaucratization which impedes compliance by 
smaller countries and detracts frdm the usetulness and efficiency of the organization generally. 

Developing countries, in particular, have signalled an interest in focusing the Ministerial on 
iinplementation questions. This is, in part, due to their reluctance to sec the WTO take up new 
issues and take on new obligations — but it also reflects a genuine concern that they may need 
help of some kind in digesting all that they have already committed to taking on. While wc may 
not wholly accept their rationales, we are eager to face squarely the implementation issues and to 
look for constructive ways to further implementation without undermining the basic principle of 
mutual obligation. 

The review and assessment of implementation matters leads naturally into a discussion of 
fulfilling the “built-in agenda” and, in many ways, the two areas are broadly synonymous with 
the idea of simply executing the WTO’s present work program. Full and timely implementation 
of existing obligations is often the necessary prerequisite for moving on to the next stage of 
liberalization that may be contemplated by the built-in agenda. If problems are being 
experienced in assuming the obligations already agreed to, this can both impair the WTO’s 
ability to meet prescribed deadlines for initiating subsequent stages of negotiation and alter the 
scope and nature of issues which will be negotiated. As a result, in conjunction with a 
stocktaking of implementation, the United States and a number of other countries have insisted 
that Ministers take a close look at the depth and breadth of built-in agenda timetables and 
commitments in order to be able to properly, coordinate the progression of how and when we 
move from implementation, to preparing for reviews and negotiations, and on eventually to the 
negotiations themselves. 

Services 

As the Committee knows well, the Uruguay Round created an entirely new body of rules to 
govern trade in services. The General Agreement on Trade in Services (GATS) is the first 
multilateral, legally enforceable agreement covering trade and investment in the services sector. 

It is designed to reduce or eliminate governmental measures that prevent services from being 
freely provided across national borders or that discriminate against locally-established service 
firms with foreign ownership. The agreement includes specific commitments by WTO member 
countries to restrict their use of barriers in important sectors in which the U.S. is competitive, 
including professional services, computer services, environmental services, and value-added 
telecom services. The agreement also provides a legal framework for addressing barriers to tr»le 
and investment in services and provides a forum for further negotiations to open services markets 
around the world. 

This was one of the most difficult negotiations, and one where the most additional negotiation 
and work was mandated at tte conclusion of the Uruguay Round. 1 want to take this opportunify 
to bring you up to date on the negotiations thus far and the extensive program of work already 
under way and envisioned for the foture. 

Basic Telecommunications 

Obtaining market-opening commitments in the critical area of basic telecommunication services 
remains a top priority for us. The United Slates clmms the largest single part of the $500 billion 
global market, in large part because we have fostered the most competition in the world. The 
U.S. information industries are poised to take great advantage of a truly market-opening 
agreement. 
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Wc have offered to open our teiccom services market 1 / other nations open theirs. At the original 
deadline for diese talks, April 30, wc had eleven offers from developed countries that matched 
the Unilcd States’ offer. Several nations in Eastern Europe and in Latin America made offers 
tlmt matched that of the United States in openness after a lime lag of one to five years. 

However, too many important trading partners sought to keep protectionist policies indefinitely. 
Rather than accept a bad deal — or walk away from the good offers — the United States won 
support for an extension of the talks until February 15, 1997. More and better offers are 
necessary for us to succeed this lime around. Foreign investment restrictions, for example, are 
blatantly protectionist and they can and should be eliminated among developed countries. Other 
countries — including some in Asia that have enjoyed outstanding economic growfti under the 
open multilateral trading system — have made nominal offers or none at all. We will not 
conclude any agreement until more of these nations make offers to phase in open-market policies 
over fixed and reasonable periods of time. 

Financial Services 

Negotiations in financial services are expected to resume in the first half of 1 997. Because 
important countries in Asia and Latin America were not willing to provide sufficient 
market-opening commitments in the extended negotiations on financial services, in July 1995 we 
committed only to protect the existing investments of foreign financial service providers in the 
United States. We have reserved the right to provide differing levels of treatment with respect to 
any expanded and new activities by these financial service providers, or with respect to entirely 
new entrants to the U.S. financial market. Wc arc now beginning to prepare for these talks, 
focusing again on obtaining meaningful commitments that remove barriers facing U.S.financial 
services providers. 

Maritime Services 

In another negotiation extended beyond the end of the Uruguay Round, on maritime services, the 
Administration demonstrated its resolve not to buy into a bad deal, one that would not serve the 
interests of U.S. industry or labor. This negotiation ended on June 28 of this year, and further 
discussions in this sector are suspended until 2000, when all services sectors are subject to 
further negotiation. 

Almost without exception, no participant offered to remove restrictions so as to approach current 
U.S. openness in this area. Consequently, we undertook no commitments in this sector. While 
36 WTO Members have scheduled commitments in this sector, by and large the comhiitments 
are from countries that either are consumers of shipping services (i .e., they have no domestic 
shipping industry), or they have small domestic marked and their commitments hold limited 
value. 

Further Negotiations in Services 

The GATS calls for a new round of negotiations of multi-sectoral market opening commitments 
every five yeais, with the first such round to b^in in 2000. Accordingly, an important aspect of 
the work under way in Geneva is to lay the groundwork for those negotiations. Technical work 
is under way to help ensure clarity and accuracy in scheduling of commitments, and to expand 
coverage to include new and emerging technologies. 

In addition to the negotiations on new sectoral commitments, the GATS mandated work in 
“rules” issues such as subsidies, safeguards and procurement. The Administration has been 
participating actively in these discussions. The discussions on procurement are Important 
because it is the first time in the WTO that all WTO members are focusing on government 
procurement rather than the selected number of countries that currently adhere to the plurilateral 
agreement on government procurement. 
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Finally, part of the on-going ^rork deals with licensing and other baniers in the area of 
professional services, a sector !n which U.S. companies are very competitive. With the strong 
support of our private sector, the U.S. is actively working to ensure that measures relating to 
qualifications, technical standards, and licensing requirements in the field of professional 
services do not constitute utmecessary barriers to trade. The WTO Working Party on 
Professional Services is now focusing on accounting services, and we hope to expand the work 
program next year to other professions, such as engineering and architecture. 

In sum, across the range of services sectors, the objectives which we arc pursuing for Singapore 
which we are pursuing in the various committees are to: seek the much needed improvements in 
basic telecom offers to assure success in early 1997; agree to pursue significant, market-opening 
results from all participants in next year’s financial services negotiations; agree to strengthen and 
expand the work program on professional services; and begin the preparations for securing 
higher levels of commitments in all sectors as part of the next round of multi-sectoral services 
negotiations in 2000. Our actions in these negotiations provide ample evidence that tire 
Administration has been aggressive in pursuing America’s interests, but that we will not sacrifice 
substantive, market opening commitments for the sake of securing an agreement. 

Market Access Issues 

As I noted previously, the tariff liberaliaation we achieved in the Uruguay Round has led to 
impressive growth in U.S. exports. But, as any exporter knows, lower tariff rates are only one 
element in achieving “real” market access liberalization and export growth. For example, 
exporters want information on the tariff structure in potential markets. In the WTO Market 
Access Committee, we are working to revamp the WTO database on tariffs and trade information 
so that more countries supply this information and the WTO makes it available on a timely basis. 
Likewise, exporters want assurance that any changes to the Harmonized System Nomenclature 
do not result in increases in tariff bindings - that is why the review of 1 996 updates to the 
Harmonized System Nomenclature through the Market Access Committee is so important. We 
are also using the new WTO rules on pre-shipment inspection and the broadened obligations on 
customs valuation to address U.S. exporters’ concerns in these areas. 

Import and export practices of state trading enterprises can and, at times, do operate in ways that 
distort trade, particularly in agriculture. As a result of our efforts and those of some of our 
trading partners during the Uruguay Round, there is now an official working definition of state 
trading enterprises and a separate WTO Working Patty on State Trading. All agricultural 
imports are subject to the new rules on agriculture, including commodities imported by state 
trading enterprises, and quantitative and budgetary limits are established bn agricultural export 
subsidies, including subsidies provided by slate trading enterprises, regardless of their specific 
governmental relationship. These Uruguay Round results are positive steps that help lay the 
foundation for further progress on this issue. 

However, a key problem with state trading - and perhaps the largest obstacle we currently face ~ 
is that the activities of stale trading enterprises are not sufficiently transparent to determine 
whether WTO rules and commitments are being violated. We are working to remedy this 
situation , and I am convinced that we are making progress. Part of the problem in years past 
was the lack of serious attention to the activities of state trading enterprises: With the new WTO 
Working Party and persistent U.S. pressures within the WTO and elsewhere, high-level attention 
to this issue is no longer in question. Within the Working Party, we have taken tire lead in the 
development of a new notification format that will improve reporting requirements and are 
developing an illustrative list of what constitutes a state trading enterprise based on its activities, 
mechanisms and privileges. We are also addressing some of the concerns about state trading 
with those countries seeking entry into the WTO, including China and the countries of the former 
Soviet Union. 

On another front, the WTO Balance of Payments (BOP) Committee has used the strengthened 
WTO rules to move countries away from reliance on BOP measures and, when implemented, 
toward more transparent price-based measures rather than quotas. Since January 1995, seven 
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countries committed to disinvoke long-standing BOP arrangements by no later than the end of 
the year (Poland^ Slovakia, Turkey, Philippines, Israel, South Africa and Egypt). ' As a result, 
exporters to Poland, for example, no longer face the 10 percent BOP surcharge that existed on 
nearly all items; the remaining 3 percent surcharge will be eliminated at the end of this year. 
Likewise, South Africa will eliminate its 15 percent BOP surcharge on key household appliances 
and its 40 percent BOP surcharge on luxury goods by the end of this year. 

Another area that has important implications for the conditions of market access is the ongoing 
work by the WTO Committee on Rules of Origin. The WTO Agreement on Rules of Origin 
mandates a three-year work program designed to lead to the multilateral harmonization of non- 
preferential rules of origin. Throughout the Uruguay Round negotiations, which led to the 
Origin Agreement, we received important guidance from U.S. exporters concerning the market 
access barriers they experienced as a result of various origin practices of our trading partners. In 
the same way, we will continue to work with the private sector as we proceed under the Origin 
Agreement's harmonization work program. 

The U.S. proposals for the rule of origin work program are being carefully developed with 
industry input on a sector-by-sector basis, under the auspices of a Section 332 study being done 
at USTR’s request by the International Trade Commission. Our guiding principles for the 
harmonization work program arcj^at the rules must provide certainty, and must have a sound 
basis that reflects today’s complex commercial and trading environment. Combined with our 
efforts to enforce full implementation of the significant procedural disciplines that already exist 
under the Origin Agreement, the results of the harmonization work program will serve to 
diminish — if not eliminate -- abuses of discretion being experienced by our exporters at the 
borders of our trading partners whenever the origin of a product is at issue. This will greatly 
advance predictability, transparency, and uniformity for U.S. trade and investment interests. 

Trade and the Environment 

Another significant feature of the built-in agenda item will be the report of the WTO Committee 
on Trade and Environment (CTE), the establishment of which was one of the key achievements 
of the Marrakesh Ministerial meeting. This Committee has played an invaluable role in helping 
to develop an understanding of the complex relationship between trade and environment policies. 
An important part of this analysis has been an examination of the extent to which the rules of the 
trading system provide adequate flexibility for governments to adopt sound environmental 
policies, while at the same time ensuring that trade rules guard against protectionist trade 
measures. 

The Commillec is now in the process of developing a report to Ministers on the long list of issues 
that it has been reviewing. While work on the report has just begun, and it would be premature 
to try to forecast its exact content, we are confident that the report will serve to sharpen the focus 
of further work on this multifaceted and complex issue. We are also cautiously hopeful that the 
report will include a number of specific recornmendations or conclusions for Ministers. 

To provide you with a flavor of the work of the Committee, let me describe a number of the key 
areas of work. 

Multilateral Environmental Agreements 

The CTE has spent quite a bit of time discussing the relationship between trade measures in 
multilateral environmental agreements - MEAs for short - and the WTO. I should note from the 
outset that there has never been a dispute under the WTO, or the GATT before it, involving trade 
measures required by MEAs. Nevertheless, there has been a great deal of interest in clarifying 
the legal relationship between trade measures taken pursuant to MEAs and the WTO. 

There have been quite a number of proposals in the Committee, ranging from a suggestion that 
Ministers endorse the legal status quo to proposals to amend the GATT to ensure that there is 
flexibility in the rules for trade measures taken pursuant to MEAs. Among those who favor 
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flexibility, there is also a r^ge of views as to the nature and stringency of criteria that must be 
ihet as a condition of such flexibility. 

Despite these differences of view, we think that there are a number of common threads that have 
come out of the discussion thus far. For instance, we see broad agreement on the importance of 
international cooperation in dealing with environmental challenges. We also sense that there is a 
bioad appreciation that trade measures can play an important role in MEAs, although, like any 
tool, they must be used judiciously. In addition, I think that there is a growing appreciation that 
disagmerhents are least likely to occur between countries that are parties to both tlie WTO and an 
MEA. Finally, there is a strongly felt need to ensure that trade and environment officials work 
closely together in the negotiation of MEAs, as Well as trade agreements. 

Ecolabeling 

Ecolabeling is another of the issues that has received a great deal of attention in the CTE. 
Ecolabeling can be an important market-based instrument for pursuing environmentali objectives. 
At the same time, there is concern among many members of the CTE, as well as U.S. firms, that 
ecolabeling may be used as a disguised form of protectionism. Against this backdrop, there has 
been discussion within the CTE of tlie extent to which ecolabeling is covered by existing WTO 
discipline and whether additional disciplines and/or flexibilities should apply. 

A key point of discussion has been whether all forms of ecolabeling are covered by the 
Agreement on Technical Barriers to Trade - or TBT Agreement - which provides important 
safeguards against discrimination, including requirements for transparency and public 
participation in standards making. The United States has taken a firm view that the TBT 
Agreement applies to all forms of ecolabeling and a number of other countries share this view. 
We also believe that the TBT Agreement affords broad flexibility for countries to implement 
Innovative environmental measures, subject to appropriate disciplines. Other countries, however, 
have expressed doubts as to whether all forms of ecolabeling are covered by the TBT Agreement 
and the discussion of this issue will likely extend beyond Singapore. 

Looking ahead, we have proposed to increase disciplines on ecolabeling programs with respect to 
transparency and public participation. While the TBT Agreement provides important and 
valuable rules in this area, our proposal seeks to ensure that there is reasonable access to the 
process of creating ecolabels at the earliest possible time in their development. 

As many of you are aware, there have been suggestions that we should go even further and 
propose additional substantive guidance in this area. However, after talking with many of you 
and interested parties in the business, environmental and labor communities, we believe that 
considerable further analysis and dialogue will be necessary before any additional proposals can 
be considered. Given the substantial international interest in this issue, you can be sure that it 
will be front and center in the future work of the CTE. 

The Environment <& Market Access 

Anodier valuable aspect of the CTE’s work has been its thoughtful analysis of the relationship 
between trade liberalization and the environment. While there is no automatic relationship 
between trade liberalization and environmental benefits, a broad view has developed that the 
agriculture sector has great potential for win-win results. This bodes well for the WTO’s future 
work in this sector. Beyond agriculture, there appears to be substantial agreement that the CTE 
should seek to identify other win-win possibilities. 

Looking to ensure that these win-win possibilities blossom into realities, we have proposed fliat 
the Singapore Ministerial endorse the concept that countries should perform environmental 
reviews of trade agreements with potential for significant environmental effects. 
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In short, wc expect that the CTE will produce an extensive report which conveys a substantial 
record of accomplishment insofar as its analysis of the many intricate relationships between trade 
and environment issues is concerned. While it would be ideal to deliver some concrete results, 
perhaps the best result to be claimed is that this process has succeeded in getting both trade and 
environment officials with policymaking responsibilities not only talking, but listenings to one 
another. The CTE has established itself as an integral aspect of the WTO’s work, with 
contributions to provide over the long term — rather than exclusively for this initial ministerial 
meeting. 

If I were to try to summarize the “built-in agenda” and what it stands for, it is clear that we had 
our eye on the next century and the need for the Agreements to remain dynamic in order to 
sustain the relevance and vitality of tlie WTO. The juxtaposition of various negotiating 
initiatives under this agenda essentially provides the components for substantial negotiations in 
many areas when the results in key areas such as agriculmre and services are implemented. The 
next phase of agricultural negotiations is scheduled to commence in 1 999, while another round of 
general services negotiations begins in 2000. The most innovative and controversial elements of 
WTO subsidy rules must be reviewed for possible extension or renegotiation by the end of 1999. 
Part of our goal at Singapore is to prepare now for those discussions. While no one could 
reasonably object to being “prepared,” there will undoubtedly be some differences of view as to 
how much advance work is appropriate. 

FURTHER LIBERALIZATION AND THE INFORMATION TECHNOLOGY 
AGREEMENT 

One area that did not receive attention as an item for a “built-in agenda” was further tariff 
liberalization — although some agreements, like the zero-for-zero on pharmaceuticals, did 
provide for expansion. Nevertheless, we think it should be possible and desirable to secure an 
agreement for a modest package of market openings at Singapore. Clearly, further liberalization 
need not wait (he launching of a comprehensive negotiation - a message worth sending in order 
to illustrate the dynamic yet permanent nature of the WTO’s role in facilitating continual market 
access. To this end, we have already been working with our major trading partners to craft a 
tariff package consistent with the existing, residual tariff-cutting authority provided by the 
Congress through the Uruguay Round Agreements Act. 

Working first with our fellow “Quad” countries (Japan, Canada and the European Union), and 
then seeking broader participation among other important players — such as our APEC partners •« 
our efforts have focused on building a tariff package around an Information Technology 
Agreement, or “ITA”. The ITA would provide for staged duty reductions beginning in 1997 
down to zero by the year 2000 on a variety of state-of-the-art information technology products, 
such as multimedia personal computers, LAN equipment, supercomputers and semiconductors. 
Given the significant market growth for these products, and the critical role they play in 
establishing line necessary infrastructure for participation in the Information Age, an ITA would 
be a boon to both producers and consumers in countries across the globe. And, given our 
industries’ competitive edge, the United States would be one of its prime beneficiaries. 

Our interests in a tariff package are not limited to information technology, however. The 
Statement of Administrative Action of the Uruguay Round Agreements Act specifically 
mentions such items as wood products, white distilled spirits, non-ferrous metals, oilseeds and 
oilseed products as sectors where obtaining further reductions in and elimination of duties is a 
priority. During the Uruguay Round, we also were not able to achieve our objectives to 
eliminate duties on certain other goods like scientific equipment, certain chemicals and allied 
products and fish and fish products. To advance our efforts in these areas, our Singapore market 
access objectives include: 

* Seeking additions to the Uruguay Round pharmaceutical zero/zero package. 

Participants in this package have completed the technical work, and it is clear 
that agreement will be reached to add 300 to 400 new items to the existing 
agreement. 



41 


• Seeking expanded participation in the Uruguay Round sectoral initiatives, 
particularly chemical harmonization. 

• Pursuing zero tariff deals in certain sectors that were attempted unsuccessfully 
during the Uruguay Round, like oilseeds and oilseed products and white distilled 
spirits. 

• Pursuing acceleration of staged tariff reductions in paper, and perhaps other 
sectors if acceleration would encourage new participants in sectoral initiatives. 

There is, naturally, no assurance that we will achieve all the goals that wc set out for oureelves. 
Ail Uie ingredients are present for an important, even if limited, market access package, but there 
is a lot more work left for us to do in building the necessary international consensus. Ideally, this 
means we’ll realize an IT A. I am very much encouraged by our Asian partners’ enthusiasm and 
hopeful that the European Community will exercise leadership and join the emerging consensus. 

I can assure you, however, that we will continue to work intensively with our trading partner in 
an effort to develop more market access opportunities for U.S. exporters, both at Singapore and 
beyond. Market access is the leading priority of this Administration in the WTO and in all of our 
trade agreements. We will take {^vantage of every opportunity to continue to make gains on this 
front. 

ADDING TO THE WTO’S AGENDA 

The last, and arguably most controversial, area to be considemd at Singi^)ore is the question of 
adding “new” issues to the agenda of the WTO. This is an important consideration for the WTO, 
as it goes to the heart of how the organization can be made continually relevant to the ever* 
changing nature of international trade and the global economy. Under the GATT, wc progressed 
from an exclusively tariff-based regime to one which included rules dealing with a variety of 
non-tariff issues, such as standards, subsidies, customs valuation, import licensing and 
government procurement practices. As a result of the Uruguay Round, wc added such issues as 
services, trade-related investment measures, trade-related aspects of intellcctuaj property rights 
and the relationship between trade and the environment. 

Now that the WTO is up and running, we must face whether, when and how to take up the next 
generation of trade issues. There arc a variety of ways in which to do this — ranging from 
negotiations to work or study programs — but the particular approach for «ich issue must be 
tailored and timed according to both the preparedness of the issue for consideration in a trade 
context and the preparedness of the WTO membership to take on any such issue in a 
substantively and politically meaningful way. In short, it involves striking a balance. 

Director General Ruggiero personally is leading the consultations on the development of this 
agenda item, exploring with delegations the potential list of issues that will expand the WTO’s 
program of work. 

Some suggestions were eventually referred for consideration to existing WTO bodies which have 
competence for the relevant subject matter. For example, the Committee on Regional Tr acin g 
Arrangements is examining certain ideas put forth to conduct a comprehensive review of the role 
and relationship of regional agreements to the multilateral system. Of the remaining issues, four 
appe^ to have attracted the most attention: These are government procur^ent, trade and labor 
standards, inv^tment and competition policy. No consensus has yet emog^ on issues but 

an active process is under way in Geneva. A consensus is necessary before work can be added to 
the WTO’s agenda. I will briefly review the issues for you. 
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Interim Agreement on Government Procurement 

Effectively, what the United States has proposed is that Ministers endorse the negotiation of an 
interim arrangement on procurement which would extend to all the Members of the WTO, not 
merely those which are signatories to the Government Procurement Agreement. This interim 
arrangement would establish disciplines on transparency, openness and due process in 
procurement practices, such that suppliers from all WTO Members would have equal access to 
information on procurements, the procurement process and to bid challenge mechanisms. Our 
interest in procurement reform arose out of a number of objectives, including our desire to 
identify opportunities for addressing the pervasive problem of bribery and corruption affecting 
international commercial transactions. While this is not, per $e, an “anti-bribery” initiative, if 
successful, it will go a long way toward discouraging such practices in international 
procurements. 

We see this as a first step toward eventual negotiations aimed at reducing and even eliminating 
domestic preferences. Ideally, over time, a single multilateral agreement on government 
procurement would emerge -- incorporating transparency, openness and due process, on the one 
hand, and nqn-discriminatory treatment on the other. However, recognizing that not all WTO 
Members are prepared to or capable of assuming all of these disciplines immediately, we believe 
an interim arrangement would be /■easonably achievable and of benefit to all participants. 
Notwithstanding some caution displayed by our trading partners, I have been gratified by the 
generally positive recepliveness which other countries have shown in respect to this proposal. 

Trade and Labor Standards 

Let me be very precise and direct. This is a priority for the Administration as we approach the 
Singapore meeting. I started my remarks today by calling attention to two important points: 
first, this Administration cares deeply about securing better and expanded market access around 
the globe for our goods and services because economic growth means jobs here at home. We 
negotiate trade agreements not for the sake of negotiating agreements, but because they are an 
important tool to building a better future for our country and a path to more, higher paying jobs 
for American workers. 

Second, our economic well-being, prosperity and standard of living are linked to those of our 
partners, particularly those in the big emerging markets. This is the same reason why the 
preamble to the Agreement establishing the WTO states clearly that “relations in the field of 
trade and economic endeavor should be conducted with a view to raising standards of living, 
ensuring full employment and a large and steadily growing volume of real income and effective 
demand, and expanding the production of goods and services.” And, it is the same reason why 
the GATT had nearly identical language in its preamble. 

Trade and labor standards is not a new issue on the trade agenda. We must find a way to address 
this question so that we can move forward and ensure that our workers can compete on the basis 
of feir play rather than unfair advantage. Dealing with this issue in the WTO is part and parcel 
of our effort to m^e sure we compete on a level playing field. 

Section 13 1 of the Uruguay Round Agreements Act mandates that the President seek the 
establishment of a working parly in the WTO to examine the relationship between trade and 
labor standards. Consistent with this mandate, we have proposed that Ministers at Singapore 
establish a working party to begin such an examination. We do not have a consensus yet, but we 
have made our priorities well known. 

As I have said in my discussions with my counterparts in Asia and Latin America and Europe, 
we do not want to prejudge the outcome or suggest a particular set of disciplines or prescriptions. 
What we want to pursue are core standards -- (1) freedom of association; (2) the right to organize 
and bargain collectively; (3) an end to child labor exploitation; (4) prohibition of forced labor; 
and (5) non-discrimination in employment — whidi virtually all Members of the WTO have 
already endorsed in the United Nations and other institutions. What we are talking about is 
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seeing whctlier we can reinforce Iht work of Uie International Labor Organization (ILO) by 
ensuring that improving market access around the world helps to realiK these labor standards. 

In pressing to begin WTO work in this area we have tried to make clear that we are not talking 
about negotiating wage rates, harrrionizing labor costs, or seeking justification for the imposition 
of protectionist measures. Work completed in the OECD and other fora has confirmed that there 
is a mutually reinforcing relationship between core labor standards and trade liberalization. We 
believe that it is important for the WTO to openly acknowledge this relationship, and from diat to 
begin a dialogue. 

More and more, the working people of America - and, in fact, other countries - question 
whether trade agreements are good for their interests. We have to find ways to reassure them 
that trade liberalization is integral to the fulfillment of their own interests and well-being. Our 
proposal in the WTO, therefore, seeks to give expression to the relevance open markets and a 
strong rules-based trading regime have for improving the welfare of workers, and to demonstrate 
the very real slake which workers have in the further expansion of the multilateral trading 
system. 

Compeiition 

Some of our trading partners, in particular the European Commuity, have suggested that 
competition be added to the WTO’s work program. We consider the issue of competition to be 
important. Moreover, we believe that government actions which enable private companies to do 
things which undermine the benefits of negotiated trade concessions arc currently fully 
actionable in the WTO. 

However, the broader issue of competition is not ripe for any kind of negotiation in the WTO to 
establish a comprehensive rlew framework of rules. This is an extremely complicated and multi- 
faceted issue, which encompasses a broad range of questions relating to both private company 
and governmental actions. We have looked at these questions carefully, working closely with 
our interagency colleagues from the Department of Justice, the Federal Trade Commission and 
the Department of Commerce, in particular. The fact bf the matter is that an extraordinary 
amount of work and study remains to be done in this area — in conjunction with further 
consultation with the Congress and the private sector - to determine whether any sort of 
negotiating program in the WTO is appropriate. Some work is already under way in the OECD. 
At Singapore, we may want to consider joining a consensus to agree to begin a limited, 
educational program within the WTO. However, any such WTO work program would have to be 
modest and cautious, and done in careful coordination with other agencies, especially the 
Departments of Commerce and Justice and the Federal Trade Commission. In no such work 
would we alter our antitrust or our antidumping laws. 

It bears noting that selective aspects of the competition question have already been taken up in 
the WTO. A leading example is the negotiation on basic telecommunications services, in which 
we have been seeking the full adoption by others of a body of pro-competitive regulatory 
principles. To date, only 3 Icountries have agreed to adopt these principles, which in themselves 
represent an important element of assuring greater access to telecommunications markets. 

Perhaps such tangible, practical efforts to address competition questions are the most appropriate 
starting point for the WTO to involve itself in this issue. 

Investment 

The U.S. priority in the investment area is the conclusion of a Multilateral Agreement on 
Investment in the OECD. We are pursuing these negotiations with the aim of securing non- 
discriminatory investment treatment for U.S. companies with effective dispute settlement 
procedures. We have a commitment from our trading partners to complete these negotiations by 
May of next year. 
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Given the priority we are attaching to the negotiations in the OECD, we are not in a position to 
support investment negotiations in the WTO. However, we believe that some work on 
investment in the WTO could be useful provided it is modest in scope and educational in nature. 
We are now working with our trading partners to develop a post-Singapore WTO work program 
on investment that would not include negotiations, but would focus on open and sound 
investment policies arid their related benefits. At present, there is resistance from some 
developing country WTO members to even such a limited work program. 

OTHER SINGAPORE MINISTERIAL ISSUES 

Accessions 

Although the topic of accessions has not specifically been identified as a Singapore Ministerial 
agenda item, Ministers are expected to review and discuss the broad range of accession 
applications — rather than singling out any one or several applicants for particular attention. The 
United States supports accession to the WTO of countries capable and witling of undertaking 
WTO obligations and of providing commercially viable market access commitments for goods 
and services. Currently, there are 31 countries whose application for accession have been 
accepted. Active work is under way on approximately 20 of them, including China, Taiwan, 
Russia, Ukraine and Saudi Arabia. The accession negotiations of Latvia, Estonia, and to a lesser 
extent Lithuania and Armenia, are now well advanced. 

Since entry into force of the WTO, four countries have completed their negotiations to accede to 
the WTO. These are: Ecuador, which became a member in January 1996; Mongolia, whose 
accession was approved by the WTO in June 1996; and Bulgaria and Panama where approval of 
the accession packages completed in July is expected this Fall. In all four cases, the 
commitments and concessions in both goods and services market access and in implementation 
schedules for the WTO Agreements exceeded those generally accepted by countries with similar 
economies in the Uruguay Round - particularly in respect to market access for goods and 
services and the implementation of WTO commitments on an accelerated basis. In particular, 
these countries agreed to: 

• Full binding of all tariff lines, industrial ^ well as agricultural, including full or 
partial acceptance of chemical harmonization. 

• Elimination upon date of accession of most existing practices inconsistent with 
GATT 1994 or other WTO Agrwments, including: minimum import valuation; 
nontariff taxes and charges on imports, customs charges, or internal taxes also 
applied to similar domestic goods; and several categories of restrictions on 
imports, including quotas, minimum import prices, and restrictive licensing 
schemes. 

• Broad initial commitments to market access and national treatment for foreign 
service providers in key sectors of interest to the United States, including value- 
added telecommunications and a wide range of financial services (including 
insurance), as well as in accounting, management consulting, construction, 
engineering, wholesale distribution, and hotel services and tourism. 

• Commitments for early implementation of TRIPs and the Agreements on 
Sanitary and Phytosanitary Measures and Technical Barriers to Trade, without 
recourse to transitions. 

• Immediate implementation of the Customs Valuation Agreement (Mongolia, 
Panama, Bulgaria). 
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• Commitments from Mongolia and Bulgaria (the first transforming economies to 

complete accession to the WTO) that the state foreign trade monopoly was 
abolished and to provide additional periodic reports on privatization and reforms 
and enhanced transparency for remaining price controls. 

The Least Developed Countries 

One aspect of the WTO’s work that has recently been given some attention is Oie plight of the 
least developed countries. I know that this Committee recently held hearings on Africa, where 
m^y of these poorest countries arc located. In the President’s report on a Comprehensive Trade 
and Development Policy for the Countries of Africa, which was mandated by the Uruguay 
Round Agreements Act, the Administration took a close look at how best to assist the people and 
leaders of Africa in their pursuit of sustainable development and increased trade and investment 
in order to become fully integrated into the global economy. The report focused in particular on: 
trade liberalization and promotion; investment liberalization and promotion; development of the 
private sector; infrastructure enhancement; and economic and regulatory reform, Tlie roles of 
the IMF, IBRD and WTO are all addressed in this report. 

The report found that several conditions are essential to meeting the goals of economic 
development and integration. Fir^t, responsibility rests firmly with the least developed countries 
of Africa and elsewhere to make the right political and economic policy choices. Everything else 
hinges on this. However, the fact that so many countries arc pursuing critical structural 
adjustment policies is clearly a basis for optimism. Second, to be successful, the development 
strategy must be trade-led and market-oriented. Countries need to adopt policies and regulatory 
frameworks that foster openness, entrepreneurial creativity, private investment and a legal system 
that protects property and other basic rights. Third, given the decline in ofricial development 
assistance from both bilateral and multilateral donors, the capital to finance development in the 
least developed economies must come increasingly from private sources and/or increased savings 
- underscoring the importance of creating a more hospitable environment for private investment. 
The WTO is helping least developed countries to take better advantage of the opportunities 
presented by the Uruguay Round, but there are limits to what can be done in the trade context 
alone. Providing enhanced commercial opportunities is only part of the solution, and it will be 
most beneficial only for those countries which have first undertaken the necessary economic and 
policy reforms. It is up to the least developed countries themselves to seize the moment and take 
the steps necessary to participate folly in today’s global economy. 

Conclusion 

This statement was not intended to review each and every issue at stake in the WTO and the 
preparations for Singapore. I have, instead, tried to illustrate the strength and credibility of the 
WTO as a force for conbnued consultation, negotiation and liberalization of international trade. 

It is an important tool in our arsenal to open markets. In the next century, we will face new 
challenges. The niles-based system of the WTO and its expanded membership should position 
America to take foil advantage of opportunities in erherging markets with certainty and 
predictability. 
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Chairman Crane. Thank you, Ms. Barshefsky. 

One of the goals of the Uruguay round was to liberalize trade in 
textiles by phasing out quotas for this industry over 10 years; yet 
under the WTO textile agreement, the United States sought to es- 
tablish a significant number of new quotas. In light of the fact that 
no other country has even approached this level of calls, this seems 
to me to be an abuse of the safeguard provision in the textile agree- 
ment. 

Could you please comment? 

Ms. Barshefsky. I am happy to, Mr. Chairman. 

The total number of calls is actually lower than it had been in 
the years 1991-1994. When the GATT system became the WTO, a 
number of countries insisted that a call that was made under the 
GATT system be transferred as a call under the WTO, this caused 
a major increase in the WTO call total in 1995. That increased sig- 
nificantly the number of calls under the first year of operation of 
the WTO, when in fact, had those calls not been transferred to 
WTO — that is, had those countries not been insistent — ^the number 
of calls would have been quite low. 

There has only been two calls the first 6 months of this year, rel- 
ative to over 20 in the preceding year. So, we are satisfied that we 
are not being unduly harsh in this sense, but of course, we do want 
to protect our interests. 

Chairman Crane. As you know, I am working with my colleague 
Congressman McDermott to develop legislation to expand trade 
with Sub-Saharan Africa, and one concern is that the textile quota 
in the Uru^ay round was divided in such a way as to leave these 
countries with a very small piece of the pie. 

Given that textile manufacturing is often a critical first step 
leading to economic and industrial development, how do you sug- 
gest we alleviate this problem, because doing nothing, expanding 
the level of imports permitted in the United States, or giving Africa 
more quota to the detriment of other trading partners, creates po- 
tential problems beyond what we have. 

Also, do you expect the issue of trade with the least developing 
countries to come up at the Singapore meeting? 

Ms. Barshefsky. Mr. Chairman, with respect to the textile issue, 
there are actually very few countries in Sub-Saharan Africa that 
operate under quota. You may know that the administration pro- 
vided Congress a report with respect to Africa. It is a report that 
indicated the range of problems confronting this continent — every- 
thing from lack of education, lack of proper sanitation, lack of eco- 
nomic ^owth, relatively small markets that cannot capitalize on 
economies of scale, terrible employment problems, of course, and 
poor policy choices on the part of many of the African governments. 

We have identified a range of problems, and we have proposed 
to look at some possible solutions to them, including redirecting the 
resources of the multilateral banks and the regional banks to 
projects that would promote education, promote health and pro- 
mote infrastructure development, and second, to begin to look at 
ways in which we can create programs to attract heavy private in- 
vestment in Sub-Saharan Africa. 

You may know, if you look at expenditures by the World Bank 
and the regional banks to Africa, the expenditures have fallen off 
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pretty consistently year after year. There is less and less money. 
The administration is looking at whether we can promote initia- 
tives to encourage more private investment in Sub-Saharan Africa. 

This range of problems, including the textile issue you mention, 
is one that we are going to have to take a very close additional look 
at because the economic progress or promise of that subcontinent 
is not being met, very clearly. 

I do expect the issue of the least developed developing countries 
to come up in Singapore. Of course, as you may know, the United 
States itself takes more than half of all the manufactured goods 
made by middle and lowest income countries. We take 51 percent 
of everything they export. The Quad countries and everyone else in 
the world take the other 49 percent. 

If we look at countries whose income per capita is less than 
$1,000, we take more of those goods than Japan or the entirety of 
the European Union or Canada. So, we are very receptive to the 
goods of these countries. 

But, I believe there is more that we can do. One thing that the 
administration has previously indicated is that we would like to re- 
direct the GSP Program from those countries which, frankly, no 
longer need the benefits — for example, Malaysia, which now takes 
one-quarter of program benefits — ^to those countries who could use 
these benefits, which would be Sub-Saharan Africa, principally. 

This is one suggestion, and we will be working with your staffs 
to see how we can reallocate these GSP benefits now that the pro- 
gram has been renewed. There are other areas that we will need 
to look at, but we do expect this issue to come up in Singapore. 

Chairman Crane. I have one more quick question for you. Can 
you provide us with an update on the information technology 
agreement, specifically, what is the status of negotiations with the 
EU and other countries, and what is the chance of concluding any 
agreement by the Singapore ministerial? 

Ms. Barshefsky. Mr. Chairman, we have been pursuing this 
idea quite vigorously with the European Union, with our Quad 
countries, with the Asian countries in the APEC context and else- 
where. We have received from the Quad a general endorsement for 
the ITA. Canada and Japan are largely ready to move forward im- 
mediately as is the United States. 

The difficulty, Mr. Chairman, is that the European Union does 
not seem to have a full mandate from its member states to move 
forward. That is very unfortunate, particularly unfortunate because 
European tariffs in information technology products are high. 

A number of Asian countries are very interested in the initiative, 
and we have gotten good feedback from Singapore and Hong Kong, 
the Philippines, Indonesia, and indeed, most recently from Malay- 
sia. We will continue to pursue this very vigorously, but certainly 
if the European Union cannot come forward, it would be virtually 
impossible to conclude an ITA because we will not let Europe free- 
ride on tariff reductions by other countries. 

Chairman CRANE. Ms. Barshefsky, I appreciate your testimony 
and your response to my questions, but I know you are aware that 
the bells have gone off for a recorded vote. Virtually everybody on 
the Subcommittee has questions for you, so if you would be kind 
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enough to let us take a break here while we run over and vote, we 
shall reconvene very shortly after this vote. 

The Subcommittee stands in recess. 

[The Subcommittee recessed from 2:44 p.m. until 3:53 p.m.] 

Chairman Crane. The Subcommittee will reconvene. 

Ms. Barshefsky, I know you have a speech at 4 o’clock with the 
Business Roundtable, and I monopolized your time. It has been an 
important enough presentation, and since we will have an execu- 
tive session with you in the library before this session adjourns, I 
am asking my colleagues to reserve their questions for you for that 
time. They can submit all questions for the record, and you can ex- 
amine those questions and respond accordingly. But we apologize 
for this interruption, and we will excuse you, Ms. Barshefsky, and 
thank you so much for coming. 

Ms. Barshefsky. Thank you very much, Mr. Chairman. You are 
very kind and gracious. Thank you. 

Chairman Crane. You are more than welcome. 

[The following was subsequently received:] 
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Questions Submitted by Chairman Crane 


Question 1: 

The extended developments in the services area have proven to be quite difficult. In 
addition, the WTO’s “built-in" agenda sets forth more issues for further negotiation. Do 
you feel that the WTO system can make significant progress at trade liberalization without 
the pressure and balance of concessions that is available in a large trade round, 
encompassing a wide range of sectors? 

Answer I : 

The “built-in” agenda, together with other trade liberalization initiatives that the Ministers might 
agree to at Singapore will provide an ambitious and extensive work program. The WTO should 
establish itself as a forum for continuous consultation, negotiation, and trade liberalization. Our 
efforts leading to Singapore will emphasize this approach. 

Question 2: 

I understand the United States has been roundly criticized for its unwillingness to 
participate in the ongoing WTO maritime services negotiations. I am concerned that this 
lack of participation may affect our ability to obtain successful agreements in other areas 
important to the United States, such as basic telecommunications services. How has the 
refusal to participate in the maritime services negotiations and our unwillingness to aecept 
full deals in the financial services and telecommunications negotiations affected our 
leadership in the WTO? 

Answer 2: 

The WTO's first major negotiating task was to complete the unfinished business of the services 
negotiations - financial services, basic telecommunications and maritime transport. Each of 
these three negotiations is unique. But we have not yet -- and I emphasize the word “yet” — 
successfully concluded them for the same reason: other nations have not been willing to open 
their markets in a comparable manner to the United States. The United States will not accept a 
deal for the sake of a deal, nor will we accept a deal where other countries expect something for 
nothing. If trade agreements do not serve to reduce trade barriers, and offer equal access on 
equal terms, we — as the world’s most open market — lose. At the same time, the WTO loses 
credibility and is wakened by agreements that eiim too low. The Clinton Administration remains 
absolutely committed to the WTO, and to ensuring that it fulfills its potential. 

TELECOM: The United States is working hard to ensure that the WTO does succeed. For 
example, it was U.S. leadership which led to an extension of the original deadline for 
negotiations on telecommunication services to provide opportunities for participants to 
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reevaluate their offers. We sought a caesura — not a cessation — in these negotiations, and it is 
working. A better deal already is in sight while the U.S. offer remains on the table. 

FINANCIAL SERVICES: We remain dissatisfied with financial services commitments from a 
number of our important trading partners. That was the reason we scaled back our offer in the 
negotiations that ended in July 1995. We remain committed to a successful negotiation on 
financial services by the end of 1 997. 

MARITIME: As we demonstrated in the maritime services negotiations, the Administration 
will not buy into a bad deal, one that does not serve the interests of our private sector. The U.S. 
market is largely open in this sector, but almost without exception our important trading partners 
showed no willingness to open their markets and remove restrictions. To the contrary, they 
wanted to use the negotiation to legitimize their restrictions by binding them in the GATS. 

Question 3: 

You have fought the Ell hard on its trade restrictive eco-seals, but so far without success 
for U.S. business. What can you do now that would be effective? Will you support WTO 
panel challenges? 

Answer 3; 

Since a number of U.S. industry associations brought to our attention their concerns with the EU 
program we have been actively working with the EU on this issue. We have been quite 
concerned that the EU program is not as transparent as it should be, in terms of opportunities for 
U.S. industry to have meaningful input into the creation of labeling criteria. We have also 
discussed specific concerns of U.S. industry with respect to particular labeling criteria. We have 
made some progress with the EU on the transparency front but not as much as we would like to 
see. 


Our efforts are continuing. We and the EU have agreed to look at the issues that have arisen in 
the context of ecolabeling under the trans-Atlantic initiative. As part of this process, our 
respective environment agencies (EPA and DGI 1) will be meeting in the near future to discuss 
how ecolabeling is conducted both in the EU and the United States. The United States has also 
put forward a proposal in the WTO Committee on Trade and Environment aimed at increasing 
the transparency of and ability of foreign producers to comment on ecolabeling programs as they 
are being developed. 

We have not been asked by any U.S. firm or industry group to initiate a WTO panel challenge. If 
such a request were received, we would carefully evaluate its merits based on the information 
and argumentation provided. 
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Question 4: 

You recently announced your intention to take trade actions against countries that permit 
bribery and corruption. The new Government Procurement Agreement has rules that 
permit fairer competition and transparency in government procurement, but it was only 
signed by 20 countries. How do we encourage more countries to sign this agreement? 

Answer 4: 

We are pursuing government procurement initiatives in the WTO to complement anti-corruption 
work in other fora, including the OECD, OAS and the muJtilatera] development banks. 
Specifically, we are pressing more countries to join the WTO Government Procurement 
Agreement (GPA) and have proposed a Singapore Ministerial initiative. Our Singapore initiative 
calls for the negotiation of an Interim Agreement on transparency, openness and due process in 
government procurement practices of all WTO Members. This would serve as a launching pad 
for further WTO-wide negotiations on government procurement, including the possibility of a 
full multilateralization of the GPA under the WTO. While our efforts in the WTO are not 
focussed explicitly on bribery and corruption, as they are in the OECD, we see transparency, 
opermess and due process in government procurement as being an important guarantor against 
bribery and corruption in foreign procurement markets. 
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Questions Submitted by Congressman Amo Houghton 


Question 1: 

I understand that the goal of this agreement is to bring tariffs for computer produets to zero 
on a world-wide basis. While I support that goal, I think we must be careful in defining 
computer products to avoid incorporating products where zero duty treatment could be extremely 
damaging. For example, I have in my office computers that can display broadcast television 
signals — C-Span and CNN — as well as perform computing functions like word processing, 
data-based management, etc. Will the monitor on this device he considered a computer or a 
television set? 

The answer makes a huge difference. If the monitor is a computer part, then the tariffs go to 
zero. On the other hand, if it’s a television set, it’s excluded from the ITA and the prevailing 
tariffs will apply. The Tariffs on television sets and tubes are rather significant because the 
industry has been found to be import sensitive and hence excluded from past tariff 
negotiations. 

I know you are aware of the fact that the American television industry has gone through 
tremendous adjustment over the past 25 years. Import competition has been intense. But, the 
industry is adjusting. I fear that the elimination of tarifls on monitors that perform television 
functions would cause serious barm to the television industry in light of the blurring 
distinction between a computer monitor and a television. 

Can you tell me how the USTR plans to deal with this problem in the ITA negotiations? 

Answer 1 ; 

In terms of treatment under the current U.S. tariff schedule, the U.S. Customs Service is responsible 
for such classification determinations. However, for purposes of the ITA, we are defining the terms 
of product coverage in the form of a positive affirmative list, in addition to the traditional articulation 
in terms of tariff nomenclature. This is being done to ensure certainty of coverage, rather than 
having significant questions of ITA coverage and non-coverage being determined through tariff 
classification of such products. In this regard, we are consulting closely with our private sector, 
including ISAC-5, to develop a workable distinction between "televisions" —that are not included 
in the ITA —and the computer monitor devices to be covered by the ITA. 
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Question 2; 

How do you evaluate Japan’s compliance with our bilateral trade agreements to date? In 

particular, I’m interested in Japan’s actions to bring an end to the keiretsu relationships and 

closed distribution systems that have been barriers to selling building materials in Japan, such 

as flat glass. 

Answer 2: 

• While we are pleased with the improvements we have seen so far, we would like to see 
additional progress. 

• Our trade agreements with Japan have contributed to a significant reduction in our trade 
deficit with Japan. Despite Japan’s recession, U.S. exports to Japan grew 20.4 percent in 
1995 over the previous year, reaching a record $64 billion. This trend has continued this 
year with exports up 7.5 percent during the first seven month of the year. 

• Moreover, in the goods sectors covered by our Uruguay Round, Framework, and other 
bilateral agreements, U.S. exports have grown more than 85 percent since this 
Administration took office. 

• Looking at just one example, the critical auto and auto parts sector, sales of U.S.-made Big 
Three vehicles are up 1 6.4 percent in the first seven months of this year, and the U.S. deficit 
in this sector has fallen by nearly 22 percent during this period. 

• Notwithstanding these achievements, we would like to see more progress. 

• On autos, for example, the agreement sought to address the pervasive structural and 
regulatory barriers U.S. and other foreign companies face in the Japanese market. While we 
ate pleased with the initial progress we have seen, we are continuing to push on deregulation 
of the aftermarket and access to dealerships. 

• Similarly, on glass, which sought to address issues similar to those faced by U.S. auto 
companies, we have seen some real progress. Nonetheless, we are closely monitoring the 
agreement to ensure that it is fully implemented and that the positive changes we have seen 
are not reversed. 

• As you may be aware, we are dealing with many of the same issues in the film case, which 
we are handling in the WTO. This case gave us a clear understanding of how Japan’s closed 
distribution systems and excessive regulation have interacted to keep out competitive foreign 
products. 


These are difficult issues to address, but this Administration is committed to taking the steps 
necessary to resolve this issue and to enforce all of our agreements to ensure full access to 
the Japanese market for U.S. companies. 
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Questions Submitted by Congressman Jim Ramstad 


Questions 1: 

What has been the reaction of individual states to the WTO and are there any issues that 
will be discussed at Singapore that will affect their interests? 

Answer; 

The Administration consulted closely with the slates during the negotiation and implementation 
of the Uruguay Round Agreements. As required under the Uruguay Round Agreements Act, we 
established an expanded consultative process to provide for the exchange of information and 
involve states in the formation of policies that may have a direct effect on state interests. 
Additionally, we have utilized the Intergovernmental Policy Advisory Committee to ensure that 
the states and local governments are fully informed of our objectives as we move forward in our 
preparations for trade negotiations, including the Singapore Ministerial. I am not aware of any 
issues that directly impact individual states’ interests. However, we will continue our close 
working relationship with the states as we continue to shape the Singapore agenda. 

Question 2: 

Have there been significant problems with WTO member countries meeting Uruguay 
Round implementation obligations? Have notification requirements been too onerous on 
countries? Has the U.S. met all of its notification obligations? 

Answer: 

Much of our activity since the WTO entered into force has focused on enforcement and 
implementation of the results of the Agreements. Effective enforcement depends on strong 
implementation of the Agreements internationally -- this has been our top priority over the past 
year and as we look to Singapore. 

Have their been nrohlems with implementation ? Yes, there have been problems in some areas, 
but we expected that there would be. We have and will continue to pursue implementation 
issues in all appropropriate fora. The dispute settlement mechanism is proving to be a very 
effective tool to open other nations’ markets and ensure that the agreements are faithfully 
implemented. And, although the United States has invoked formal procedures under the new 
WTO dispute settlement mechanism in 1 7 cases — far more than any other country in the world, 
we also settle a lot of disputes just by initiating the dispute settlement process. 

There have also been some nrohlems in the area of compliance with notification obligations . The 
volume and burden of one-time notifications required in the first year of the organization’s 
existence was significant, but has now passed. We are now in the second cycle of periodic 
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notifications and compliance has improved. We are continuing to work in the WTO on ways to 
ensure or improve compliance with substantive obligations, with a particular focus on helping 
smaller countries meet their notification obligations. 

The United Stales has fulfilled its notification obligations . 

Question 3: 

Does the U.S. have any objectives for dealing with the issues surrounding import-oriented 
State Trading Enterprises in WTO discussions? Is there a consensus for dealing with this 
issue? 

Answer 3: 

The Administration is concerned that import and export practices of state trading enterprises can 
and, at times, do operate in ways that distort trade, particularly in agriculture. 

In the Uruguay Round we took some positive steps — e.g., a working definition of state trading 
entities, the establishment of a separate WTO Working Party on State Trading with an ambitious 
workplan - that help lay the foundation for further progress on this issue. 

However, a key problem with state trading - and perhaps the largest obstacle we currently face -- 
is that the activities of state trading enterprises ate not sufficiently transparent to determine 
whether WTO rules and commitments are being violated. With the new WTO Working Party and 
persistent U.S. pressures within the WTO and elsewhere, this issue is receiving high-level 
attention. 

Within the Working Party, we have taken the lead in the development of a new notification 
format that will improve reporting requirements and are developing an illustrative list of what 
constitutes a state trading enterprise based on its activities, mechanisms and privileges. 

We are also addressing specific concerns about state trading with those coimtries seeking entry 
into the WTO, including China and the countries of the former Soviet Union. 

We’ve been working very closely with USDA and other agencies on this issue. In this context, I 
draw your attention to Secretary Glickman’s testimony on September 12 before the House 
Agriculture Committee on state trading and other factors affecting U.S. agricultural trade. 

We’ve been consulting with Congress and the private sector on this important issue, and want to 
continue to exchange ideas on this important issue. 
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Question 4: 

Negotiations on further liberalization in agriculture are slated to begin in 1999. How 
should the Ministerial address this sector? What are the U.S. objectives in the meantime? 

Answer 4: 

The key issue in agriculture at the Singapore Ministerial will be whether to initiate a work 
program in 1 997 to prepare for the “Continuation of the Reform Process” required by paragraph 
20 of the Agreement on Agriculture. 

During the course of the Uruguay Round negotiations on agricultural trade liberalization, the 
United States and Cairns member countries agreed to accept smaller reductions in support and 
protection on the understanding that the reform process would continue in future years. 

The continuation of the reform process was an extremely important concession for us because we 
agreed to accept the binding of wholly disparate levels of support and protection in return for the 
expectation that these would be progressively reduced through future negotiations. 

We support early preparation of a work program by the WTO Committee on Agriculture to 
prepare for the initiation of negotiations in 1 999. The work program should cover all the key 
areas in agricultural trade liberalization including domestic support issues, market access and 
export subsidies. 

Question 5: 

Has the 1996 Farm Bill strengthened or weakened the U.S. negotiating position for the 
upcoming 1999 WTO agricultural negotiations, especially in regard to reducing or 
eliminating internal support/subsidies? 

Answer 5: 

The passage of the 1996 Farm Bill has strengthened our negotiating position for the upcoming 
1999 WTO agricultural negotiations. Now that the U.S. has decoupled agricultural subsidies 
from many commodities, we are in a better position to pressure our trading partners that have not 
yet broken this link to follow our lead. 
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Question 6: 

How efTectively has the WTO Committee on Agriculture functioned? Specifically, how 
effectively has it reviewed 1) member countries’ efforts to make Uruguay Round-mandated 
changes to agricultural policy and 2) members’ requests for exemptions from Uruguay 
Round-mandated internal support reductions? 

Answer 6: 

The WTO Committee on Agriculture has provided a useful forum to focus attention on the 
implementation by member countries of their Uruguay Round commitments. The increased 
transparency provided by the notification schedule established by the Committee encourages 
members to adhere to their commitments and helps to clarify cases prior to more formal dispute 
settlement procedures. In a recent draft report, the Agriculture Committee Secretariat noted that, 
in general, Members have complied with the notification requirements. There have been 
instances where notifications have been incomplete or have not been submitted within the 
specified time frames. However, in only a limited number of cases are notifications due still 
outstanding. 

At this time, we are aware of only one country that has not complied with its Uruguay Round 
commitments. Hungary has exceed her export subsidy commitments. We are now pursuing that 
case through the formal WTO dispute resolution process. 

There have been no requests for exemptions from Uruguay Round-mandated internal support 
reductions. 

Question 7; 

Have any member countries formally filed any ’’Notices of Intent" against our new 
Country of Origin rules that went into effect on July 1, 1996 and, if so, what is your 
reaction to this? 

Answer 7: 

Over the past months, we have held consultations with Canada, the European Union, El 
Salvador, Honduras, Hong Kong, India, Korea, Pakistan, Philippines, Singapore, Switzerland, Sri 
Lanka, Thailand, and Indonesia. Some of these consultations were the result of requests under 
Article 4 of the Agreement on Textiles tind Clothing. Working with our colleagues from other 
agencies, we have attempted to treat all consultations in a positive manner, as an opportunity for 
ensuring transparency and predictability for our trading partners while also exercising our 
responsibility to ensure full compliance with our legislated mandate with regard to the rules of 
origin that were implemented July 1 , 1 996. 
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Questions Submitted by Congresswoman Jennifer Dunn 


Question; 

At the March 1996 Trade Subcommittee hearing on the WTO, I asked a question of then- 
Ambassador Mickey Kantor regarding the “zero-for-zero” liheralization of tariffs for 
paper and wood. I was assured that tariff acceleration was a USTR commitment. Has this 
commitment to the process of trade liheralization/tariff elimination on zero-for-zero wood 
and paper tariffs continued to he a priority of the Administration under your watch? 

Answer: 

Let me assure you that I share your interest in providing export opportunities for U.S. firms and 
workers in the paper and wood industries. We want to build on the positive results of the 
Uruguay Round which, since its implementation, has helped to generate a 47% increase in U.S. 
exports of paper and paper products last year to the European Union. We are continuing our 
efforts to secure improved access for paper and paper products through accelerating the 
implementation date for zero duties. 

We also are interested in pursuing further tariff reductions in sectors, such as wood and wood 
products, where Uruguay Round efforts to achieve zero tariff rates were unsuccessful. The wood 
sector remains high on our list of priorities for further tariff reductions. 

Question: 

I understand you recently met ' U trade negotiator Sir Leon Briltan in an eflort to 
develop some common approaches to the Singapore agenda. Were yon snccessful in getting 
him to agree to a tariff package beyond the Information Technology Agreement? Did you 
give him an indication of the U.S. priority areas for tariff acceleration? Can you explain 
what those were, and did they include paper and wood? 

Answer: 

As you might expect, the European Union has been most reluctant on paper tariff acceleration, 
and Japan is opposed to any further reductions in wood. I re-affirmed to Sir Leon Brittan that 
acceleration of paper tariffs is a priority for the United States. I also confirmed our continued 
interest in achieving a zero-for-zero initiative multilaterally on wood and wood products. We 
agreed to continue our discussions concerning elements of a Singapore market access package at 
the Quad meetings next week. 
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Question: 

Although the Administration does not have broad fast track authority, the Uruguay Round 
Agreements Act gives authority to negotiate further tariff concessions in the zero-for-zero 
sectors. Looking ahead to the Singapore Ministerial, can you describe your expectation for 
how successful the USTR will have been in using this authority to improve market access in 
the zero-for-zero sectors. 

Answer: 

Section 1 1 1 of the Uruguay Round Agreements Act (URAA) provides the President 
considerable flexibility to proclaim accelerated reductions in tariffs or additional tariff reductions 
in sectors of interest to the United States. Exercise of this authority, however, is subject to 
receipt of concessions in these sectors from other countries and reaching a multilateral 
agreement on the tariff cuts or accelerated staging under the auspices of the World Trade 
Organization. 

We have already been working with our major trading partners to craft a tariff package consistent 
with authority provided by Section 1 1 1 of URAA. 

At the April 19-21 meeting in Kobe, Japan, Quad members (United States, European Union, 
Japan and Canada) agreed to pursue discussions for further liberalization in a number of areas in 
preparation for the Singapore WTO Ministerial meeting in December. One possibility that is 
being explored is the acceleration of tariff reduction commitments made during the Uruguay 
Round. Acceleration of paper tariffs is a priority for the United States . 

We also agreed at Kobe to explore the possibility of negotiating further tariff reductions in those 
sectors, such as wood and wood products, where Uruguay Round efforts to achieve zero tariff 
rates were unsuccessful. In its Statement of Administrative Action of the Uruguay Round 
Agreements Act the Administration made a commitment to seek multilateral elimination of 
tariffs on wood and wood products. This sector remains high on our list of priorities for further 
tariff reductions. At the APEC Ministerial in Christchurch, New Zealand, I urged our APEC 
partners to participate in a zero-for-zero initiative on wood and wood products. 1 strongly 
encourage U.S. exporters of wood and wood products to work with the private sector in APEC 
countries to pressure governments on this initiative. 

We want the market access package at the Singapore Ministerial to include as many areas 
covered by our negotiating authority as possible. There is, naturally, no assurance that we will 
achieve all the goals that we set out for ourselves. All the ingredients are present for an import, 
even if limited, market access package, but there is a lot more work left for us to do in building 
the necessary international consensus. 1 can assure you, however, that we will continue to work 
intensively with our trading partners in an effort to develop more market access opportunities for 
U.S. exporters, both at Singapore and beyond. 
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Question: 

The Government of Canada has apparently proposed that the Uruguay Round final tariff 
rates could be moved up to January 1, 1998. The UJS. and Canadian paper industries are 
supporting this proposal. It is my understanding that Japan would also be agreeable. Is 
USTR working, with the Canadian government in particular, to ensure that this proposal is 
accepted at Singapore? 

Answer: 

The authority provided in Section 1 1 1 of the Uruguay Round Agreements Act does not include 
acceleration of tariff reductions for all tariffs. However, we do have authority to accelerate 
staging in the ten zero-for-zero sectors achieved in the Uruguay Round (agricultural equipment, 
beer, construction equipment, brown distilled spirits, fiimiture, medical equipment, paper, 
pharmaceuticals, steel and toys) and chemical harmonization. 

We support Canada’s efforts to secure improved access for paper and paper products through 
accelerating the implementation date for zero duties. However, as you might expect, the 
European Union is resisting specific proposals to accelerate the staging of its duty reductions for 
paper and paper products. 

Question: 

Finally, the United Paperworkers Union has testified that securing the early elimination of 
European paper tariffs is important maintaining jobs here in the United States. What will 
the USTR do to ensure that this important objective is achieved at Singapore. 

Answer: 

At the April 19-21 meeting in Kobe, Japan, Quad members (United States, European Union, 
Japan and Canada) agreed to pursue discussions for further liberalization in a number of areas in 
preparation for the Singapore WTO Ministerial meeting in December. One possibility that is 
being explored is the acceleration of tariff reduction commitments made during the Uruguay 
Round. 

Since the meeting in Kobe, we have had the opportunity to explore tariff liberalization further 
with our trading partners. As you might expect, the European Union has been most reluctant on 
paper tariff acceleration. Nevertheless, we will persevere in our efforts to develop a market 
access package for Singapore, 
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Questions Submitted by Congressman Rob Portman 


Question:. 

Madam Ambassador, the next major WTO panel ruling to be issued in which the U.S. is a 
complainant will be the one invotving the EU banana policy. I understand that your office 
has done an outstanding job in making the ease to the panel that this regime is illegal in 
virtually all of its parts. Because many of the new WTO agreements are being tested by 
this case, we will aU be watching it carefully and look forward to a successful outcome. 

I noticed in a recently issue economic report that the harm resulting from this regime is far 
greater than earlier projected for almost all parties involved — for U.S. service suppliers, 
for Latin America suppliers, and even for Caribbean suppliers. Arc you hopeful. Madam 
Ambassador, that with a successful WTO outcome, it will finally be possible to negotiate 
real reform in this sector for U.S. and other interests. 


Answer; 

First Jet me thank you for complimenting USTR for our work on this case. Our written 
submission is available for public reading, and 1 would be happy to send you a copy if you wish. 
We have also been coordinating closely with the other complainants in this case ~ Ecuador, 
Guatemala, Honduras and Mexico. 

The complainants maintain that the EC’s banana regime violates fundamental provisions of the 
GATT and other WTO agreements, including the most-favored nation and national treatment 
obligations, and key provisions of the General Agreement on Trade in Services. 

The member states of the EC, just like the United States, are sovereign nations. The WTO 
caimot force compliance of a panel report. However, I am hopeful that the EC will fulfill its 
WTO obligations and decide to bring its banana regime into conformity with international trade 
rules. That has been our objective for the past several years, and it remains our goal. The United 
States, along with the complainants, have been willing to negotiate such an outcome with the EC. 
We are using the WTO process to try to convince the EC to finally negotiate with us on a 
mutually acceptable solution. 
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Chairman CRANE. We will resume now with our next witness, 
Mr. Fred Bergsten, the director of the Institute for International 
Economics. 

Mr. Bergsten, if you could try to confine your opening remarks 
to roughly 5 minutes, and all other submissions will be made part 
of the permanent record. 

STATEMENT OF C. FRED BERGSTEN, DIRECTOR, INSTITUTE 
FOR INTERNATIONAL ECONOMICS 

Mr. Bergsten. Thank you very much, Mr. Chairman. I am de- 
lighted to do that, and I do have a written statement for the record. 

I would like to make three central points. The first is that the 
Singapore Ministerial of the World Trade Organization will be a 
veiy important session. As Ambassador Barshefsky leaves, I will 
say that I think her analogy to a board of directors is not correct. 

The board of directors of a company meets regularly, every 
month or every quarter. The ambassadors in Geneva do this, and 
so do the Quad countries. But, the ministers of the world trading 
system get together infrequently. They met very infrequently in the 
history of the GATT, and Singapore will mark the first time they 
will convene in the World Trade Organization. 

Consequently, this ministerial is much more important than a 
board of directors meeting. Indeed, this session cannot be treated 
as business as usual. It offers, rather, an opportunity to set the 
whole next phase for the global trading system over perhaps the 
next 5 to 10 years. 

Because it is so important, we in the United States need to de- 
cide where we want the trading system to go over the next 5- to 
10-year period and then work back from that to our strategy for the 
Singapore Ministerial. That is point one. 

Point two is that I support a number of things the administra- 
tion has in mind for Singapore — pursuing the “built-in agenda,” 
trying for an Information Technology Agreement, and the like. But 
we have to start from the premise that the United States has a 
major interest in further trade liberalization at the global level, for 
two reasons. 

Increased trade can help America solve its most pressing eco- 
nomic and social problem, which is widespread stagnation of wages, 
incomes and standards of living. We can create plenty of jobs but, 
as you know, the median family income has been virtually un- 
changed for over 20 years. Export jobs pay 15 to 20 percent more 
than the national average, and worker productivity at exporting 
firms is 20 to 40 percent higher. If we can further expand the role 
of exports in our economy, then we will help deal with our most 
pressing domestic economic problems. 

Exports have done very well. They have doubled as a share of 
the economy in the last 20 years. If we could double them again 
in the next 10 to 20 years, we would help solve our most pressing 
domestic problem, and that, it seems to me, is an overriding reason 
to press for more trade liberalization. 

The second reason is that the United States is the world’s most 
open market. When we talk about international trade liberaliza- 
tion, we are really talking about other countries reducing their bar- 
riers much more than we reduce ours. 
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In fact, I will make a radical proposal. I think the United States 
should start advocating global free trade by a date certain in the 
early 21st century because that is the only way we can get a level 
playingfield. We have already reduced most of our barriers. Most 
other countries have not. If we could get agreement to go to global 
free trade, we would get a level playingfield. The only way for us 
to get fair trade is to go for free trade. 

You were at Miami and, as you know, we have agreed to do that 
in the Western Hemisphere. We have agreed to do it in APEC for 
the Asia Pacific region. That is my third point. I think it would be 
quite feasible, to start thinking in terms of global free trade by a 
date certain — perhaps 2010 or 2020. 

A table appended to my statement shows that 60 to 70 percent 
of world trade takes place within regional trading arrangements 
that have already moved to free trade, like the European Union, 
or have committed legally to do so, like the NAFTA, or have made 
political agreements to do so, like the Miami Summit for the West- 
ern Hemisphere and APEC. If you add those up, the striking fact 
is that about two-thirds of world trade is already covered. 
Globalizing free trade would not be that much of an additional 
step. In fact, it would mainly add U.S.-Europe, where a lot of trade 
is free already; that is much less contentious than trade with devel- 
oping countries, and I think we could add it to the picture. 

The new director general of the World Trade Organization, 
Renato Ruggiero, is in fact advocating adoption of a free trade goal 
of that type. So, the Government of the United Kingdom, and sev- 
eral other countries have begun to talk of it. 

In my view, such a sweeping vision could only be adopted by the 
world’s political leaders. Even a ministerial such as Singapore can- 
not achieve that. We know from the Miami Summit of the Ameri- 
cas, the APEC summits and others that this is a commitment the 
political leaders must make. I therefore believe that the World 
Trade Organization should start planning to hold the first World 
Trade Summit in the next year or so to launch a program of the 
type that I am describing. 

The GATT never held a summit. The IMF and the World Bank 
never had a summit. The next annual summit of the G-7 is going 
to be hosted by our President, in Denver next June and could push 
in that direction but I think we should now be thinking in terms 
of a global free trade goal, and a World IVade Summit in order to 
get it launched within the next couple of years. 

There are many specific opportunities for the United States in 
such a program. I detail these in my statement, let me just stress 
here the liberalization of trade in services, where the United States 
has such a strong competitive advantage. The Uruguay round 
agreed on a set of principles in this area, but there has been very 
little actual reduction of barriers. 

Right now, there are efforts under way in financial services, tele- 
communications, and maritime services. I support all of those but, 
Mr. Chairman, my candid view is that the current strate^ is not 
working. The current strategy as carried out by the administration 
is to pursue sector-specific talks. The most recent was tele- 
communications; that was already mentioned. These talks did not 
meet the April 1996 deadline for completion. A new deadline in 
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February 1997 has been set. Financial services talks will also be 
scheduled again next year. 

So far, the record is very disappointing. I support it strongly, but 
I think it is going to continue to be disappointing. Why? Because 
when you try to liberalize trade in one sector only, you simply do 
not appeal to enough countries to get the deal you want. In the 
case of telecommunications, the Asian countries did not make the 
kinds of offers that we wanted. Why not? They see no chance for 
gaining access to the U.S. or European markets in telecommuni- 
cations. You have to offer them something in another sector that 
is of interest. That is why we have always had trade rounds in 
which enough issues were on the table to appeal to the countries 
that we want to open their markets to our own exports. 

Competition policy is another major issue that should be on the 
table. An agreement in this area would help deal with the fun- 
damental U.S.-Japan problem. Also important are investment pol- 
icy and government procurement, which I discuss in my statement. 
In particular, the upcoming Singapore Ministerial could launch 
work programs on each of these key issues to help prepare the 
ground for addressing them substantively in the near future. 

In conclusion, Mr. Chairman, I would recommend that the ad- 
ministration — which has chosen, as we know, to downplay any dis- 
cussion of trade during this election year — take the lead at Singa- 
pore in beginning to position things for a new, far-reaching trade 
initiative over the next few years. It is obviously not all going to 
be agreed to at Singapore. As I have suggested, a higher-level 
meeting may be needed in 1 to 2 years. But, things could start to 
be uneasy at Singapore. All the administration needs to do is re- 
sume its leadership of 1993 and 1994, through which, with the full 
support of the Congress, it successfully completed NAFTA, com- 
pleted the Uruguay round, launched APEC, and launched the Free 
Trade Area of the Americas. 

It should start by taking an energetic lead at the APEC summit 
in November, pushing the full APEC membership to move toward 
achieving their goal of free trade in that region by 2010/2020. That 
would have a powerful effect in galvanizing global emulation at 
Singapore. 

The final point is to recommend that you in the Congress support 
a goal of that type. We know that new trade legislation is going to 
be needed soon. Congress is going to have to address the liberaliza- 
tion initiatives that the administration already took in the Western 
Hemisphere and in APEC, and see whether it will endorse those 
approaches. Adding the further dimension of globalization would 
add only modestly to the needed negotiating authority. I think the 
United States could reap enormous benefits from such an effort. I 
believe Singapore offers an opportunity to start moving in that di- 
rection. I would urge both the administration and the Congress to 
decide where we want to go over the long run and work back from 
that to see Singapore as a launching pad to begin the process that 
will unfold of necessity over several years. 

Thank you. 

[The prepared statement and attachment follow:] 
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AMERICAN TRADE POLICY AND 
THE WTO MINISTERIAL IN SINGAPORE 

C. Fred Bergsten 
Director 

Institute for International Economics* 
Before the 

Subcommittee on Trade 
Committee on Ways and Means 
US House of Representatives 

September 11, 1996 


The Ministerial Conference of the World Trade Organization 
(WTO) in Singapore in December can set the course for the global 
trading system into the early part of the twenty- first century. 
But the WTO can seize this opportunity only if its key members 
develop a clear vision of where they want to take the 
organization over the next decade or so, and then use Singapore 
to begin the process of realizing that vision. 

The Ministerial should of course pursue the "built in 
agenda" left over from the Uruguay Round, which includes a number 
of issues of key importance to the United States. I also 
strongly support the administration's effort to use its existing 
negotiating authority to the fullest possible extent by achieving 
an Information Technology Agreement (ITA) and additional 
liberalization in a few other sectors. Especially praiseworthy 
is the administration's tactic of seeking agreement on these 
goals by APEC, at its annual summit in Subic shortly before 
Singapore, which would increase the pressure on the European 
Union and others to accept the proposal in the WTO (and thus 
demonstrate again how APEC an be a major force for global trade 
progress) . 

But it would be a great mistake to treat the meeting 
otherwise as "business as usual" or a routine stocktaking event. 
Singapore needs to start developing a strategic purpose for the 
WTO that is well understood, if not yet explicitly agreed or even 
fully articulated, by all the key participants.^ 

The United St ates has two strong reasons for pursuing 
further global trade libe ralization through the WTO . First, 
increased trade can be a big help in enabling America solve its 
most pressing economic and social problem- -widespread stagnation 
of wanes, incomes and standards of living .^ Export jobs pay 15 
percent more than the average wage. Worker productivity at 
exporting firms is 20-40 percent higher. These firms expand 
employment 20 percent faster than nonexporting firms and are 10 
percent less likely to fail. Small and medium-sized exporters do 


"Also Chairman of the Competitiveness Policy Council and 
Chairman of APEC's Eminent Persons Group throughout its existence 
from March 1993 to November 1995. A more detailed version of the 
views expressed in this statement can be found in the author's 
"Globalizing Free Trade,” Foreign Affaire, May-June 1996. 

*Sir Leon Brittan, the chief trade negotiator for the European 
Union, has noted that the "WTO needs a clear strategic vision" and 
that "the increased involvement of Ministers, of which the 
Singapore meeting is a first symbol, must result... in the 
development of a vision of (the WTO's) future development..." See 
his "Expanding World Trade; The WTO Road to Singapore," Geneva, 1 
April 1996, p. 3. 

“For the latest data and analysis of this phenomenon, see 
Running in Place: Recent Trends in US Living Standards, 
Competitiveness Policy Council, September 1996. 
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even better than large ones and account for 70 percent of all 
sales abroad.’ Hence a shift to export jobs from import- 
competing jobs would help considerably, even though the latter 
pay more than the national average too, even if trade 
liberalization had no impact on the American trade balance . 

Better yet would be a shift to export jobs from the 
nontradeable (mainly services) sector, most of which pay less 
than most tradeables (mainly manufacturing) , which would occur if 
liberalization helped the United States reduce its trade deficit. 
The United States continues to run annual trade deficits of about 
$175 billion. An improvement of even $100 billion in America's 
net external position, lowering the deficit to about 1 percent of 
GDP, would on balance create 1-2 million more of these high- 
paying export jobs. Total elimination of the external deficit 
would have twice as favorable an impact . 

Such improvement in the coxintry's net external position 
should be a cardinal policy goal of the next administration. It 
would provide a major boost in dealing with the country's chief 
domestic problem. If the next administration and Congress are 
successful in eliminating the budget deficit by 2002 or so, the 
national saving rate should rise sufficiently to provide the 
internal macroeconomic prerequisites for such an improvement on 
the trade front. 

But American exports must have full access to foreign 
markets for such gains to be realized. Exports have done well in 
recent years . They have more than doubled as a share of total 
U.S. output since 1960. They would make an important 
contribution to solving America's fundamental economic and social 
problems if they could double again by 2010.* 

The second United States interest in fu rther global trade 
liberalization is that it would mean a sharp reduction in 

barriers in most other countries compared with very little 
additional liberalization in the United States, where markets are 
already largely free .^ From the American standpoint, such an 
initiative is the only way to achieve a truly level playing field 
across the world economy. Indeed, a push for global free trade 
is the only way for the United States to achieve fair trade. At 
a stroke, it would greatly increase and roll into a single 
package the benefits that otherwise would be provided for the 
American economy by NAFTA, APEC, and the Free Trade Area of the 
Americas . The proposed ITA is an example of this approach in a 
sector where the United States has a strong competitive 
advantage . 


’These and other data are derived in J. David Richardson and 
Karin Rindal, Why Exports Matter: Morel, Washington; Institute for 
International Economics and the Manufacturing Institute, 1996. 

*Some critics have argued that recent American trade 
liberalization initiatives have been a failure because of the sharp 
deterioration of our trade balance with Mexico. That deterioration 
was wholly caused by the Mexican macroeconomic and financial 
crisis, however, which had nothing to do with NAFTA. In fact, 
NAFTA shielded the United States from an even greater impact from 
the Mexican crisis by deterring Mexico from responding (as in the 
past) by erecting new import controls and exempting the United 
States from those new controls which it did impose. 

^America's remaining barriers carry a net economic cost of 
only about $10 billion in an economy of $7 trillion. See Gary C. 
Hufbauer and Kimberly Ann Elliott, Measuring the Costs of 
Protection in the United States, Washington: Institute for 
International Economics, January 1994. 
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Hence the unite d States should begin developing a viaion of 
global free trade bv 2010 or some other targpl-. date during thp 
earl^part of the twentieth century . Such a goal is eminently 
feasible: 60-70 percent of world trade <see attached table) now 
takes place within regional groupings that have already achieved 
free trade (such as the European Union and Australia-New Zealand) 
or have signed an agreement that will achieve it (such as NAFTA) 
or have made a political commitment to do so by a date certain 
(such as APEC and the Free Trade Area of the Americas) . 

Globalization of all these regional initiatives is in fact 
the logical culmination of the process of liberalization that has 
been adopted by almost all countries no matter how diverse their 
cultures, histories, income levels, geographical locations or 
past trade policies. Some of the most far-reaching regional 
agreements, including the EU and NAFTA but especially APEC, join 
rich and poor countries at very different levels of development 
in a common trade enterprise- -forever ending the North-South 
conflict that was for so long a major barrier to trade progress. 

The dynamic new Director General of the WTO, Renato 
Ruggiero, has already been advocating adoption of such a free 
trade goal. So has the government of the United Kingdom. 

But such a sweeping vision can only be adopted by the 
world's political leaders. This has been the experience in each 
of the regional arrangements. Some of the most dramatic and 
unexpected trade breakthroughs in recent years, such as the free 
trade commitments adopted in APEC and for the Americas, became 
possible only when political leaders seized the opportunity of 
summit meetings to launch such bold initiatives. 

The WTO should thus hold the first World Trade Summit in 
late 1997 or 1998 . perhaps in the context of celebrating the 
fiftieth anniversary of the postwar trading system, to launch a 
program of "global free trade by 2010." The GATT never held a 
summit. Neither have the International Monetary Fund nor the 
World Bank. The next annual summit of the Group of Seven major 
industrial countries, which the United States will host in 
Denver in June 1997, could provide a strong push for such an 
initiative.® 

The Case for Glo balizing Free Trade 

There are three basic reasons for setting a vision of 
"global free trad? by 2()ip.’' First, it is essential to keep the 
bicycle of trade liberalization moving forward . We know from 
history that the trading system tends to topple, or even retreat, 
in the face of omnipresent protectionist pressures unless it 
progresses steadily toward reduction of impediments. In 
particular, substantial backsliding occurred when the GATT went 
into semi -hibernation for a number of years after the conclusion 
of both the Kennedy and Tokyo Rounds. Such a result could be 
extremely detrimental to American exports and thus to the 
American economy. 

Protectionist pressures remain exceedingly powerful, 
including in the largest trading areas. There is a recurrent 
view in the United States, as again revealed in our current 
presidential campaign, that increased trade, especially with 
lower income countries, is a major cause of the stagnation in 
real wages that we have experienced for a generation. There is 
widespread complaint in Europe that the region's extremely high 


‘This would also help restore the needed leadership role for 
the G-7, whose sharp decline in recent years is analyzed in C. Fred 
Bergsten and C. Randall Henning, Global Economic Leadership and the 
Group of Seven: Washington, Institute for International Economics, 
June 1996. 
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unemployment, which has averaged more than 10 percent throughout 
the first half of this decade, is importantly due to trade. It 
would be foolhardy to let the bicycle stop at this crucial 
juncture--especially when the United States has so much to gain 
from further expansion of world trade and our own exports . 

Second, it is essential to avoid the risk of conflict 
between the burgeoning array of regional trading arrangements . 

To date, the regionals have been positive forces- -perhaps even 
essential catalysts- -in driving global liberalization. They have 
kept the bicycle moving forward since the end of the Uruguay 
Round . 

But determined leadership in the key countries, especially 
the United States, has been required to achieve these positive 
interactions. There have been some close calls, as in 1990 and 
again in 1993 when the near failure of the Uruguay Round could 
have suddenly cast NAFTA and APEC as alternatives to the global 
trading system rather than supportive components of it. The 
proliferation of regional arrangements over the past few years 
may make it more difficult to maintain consistency with the 
global system. And the next potential regional arrangement, a 
TransAtlantic Free Trade Area (TAFTA) between North America and 
Europe, could have a very negative effect on the global trading 
system by encompassing new discrimination by rich against poor 
and reversing all the progress toward North-South trade 
cooperation.’ 

Third, the re are opportunities for huge economic gains from 
further trade liberalization . The Uruguay Round teed up a number 
of traditional border barriers for complete elimination by 
tariffying moat agricultural restrictions, binding most tariffs 
of developing countries and ending quota protection for 
textiles.* In addition, a number of "new issues" are now ripe 
for action: 

-- Liberali zation__of trade in services . The Uruguay Round 
agreed on a set of principles to govern services trade 
but few barriers have been reduced and the results to 
date of sector-specific talks on financial services, 
telecommunications’ and maritime services have been 
disappointing . 

Competition policy , which increasingly lies at the heart 
of "trade disputes" between the United States and Japan, 
which are actually disputes about anticompetitive 
corporate behavior and governmental policies toward it. 

-- Investment policy , which has become central to trade 
(especially in services) but received short shrift in 
the Uruguay Round. It is now being discussed in the 
OECD but there is no reason why the WTO cannot begin to 
address it too. 

Government procurement . which has huge trade effects but 

where national participation and entity coverage under 


’A thorough analysis of TAFTA will appear in Ellen Frost, The 
New Transatlantic Marketplace, Washington: Institute for 
International Economics, forthcoming 1996. 

®See John Whalley and Colleen Hamilton, The Trading System 
After the Uruguay Round, Washington: Institute for International 
Economics, 1996. 

’In the telecom sector alone, open markets could yield at 
least $1 trillion in consumer benefits by 2010. See Ben 
Petrazzini, Global Telecom Talks: A Trillion Dollar Deal, 
Washington: Institute for International Economics, June 1996. 
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the existing code are still quite limited. Interim 
membership could be offered to countries that are 
willing to at least take on the code's obligations 
regarding transparency, which would inter alia help deal 
with the critical problem of corruption.^® 

Firmer discipline s on regional arrangements , now that 
there are so many and that it is widely recognized that 
the relevant WTO rules are both grossly inadequate and 
poorly implemented. 

-- Better protection against process protection , such as 
abusive use of antidumping policies to offset agreed 
liberalization--including by the increasing number of 
developing countries that are using it against American 
exports . 

In short, there is plenty of fuel to drive the bicycle 
forward. All of these issues are also being addressed in the 
various regional fora, and heading off the inevitable evolution 
of conflicting arrangements that could otherwise result adds 
strongly to the case for globalizing the attack on them. 

The Role for Singapore 

It would be unrealistic to expect that the Ministerial 
Conference in Singapore in December would be ready to adopt a 
global vision as far-reaching as proposed here. On the other 
hand, the conference could take a number of steps that --without 
committing governments to such a path- -would pave the way for 
adopting such a vision over the next year or so if a consensus to 
do so could be created. 

Two procedural steps would be to start preparing for a 
Global Trade Summit in 1998 and to create a private advisory 
group to begin developing the needed vision. “ In addition, the 
Ministerial could launch work programs on each of the key issues 
cited {and many more) to prepare the ground for addressing them 
substantively in the near future.^* 

The Singapore Ministerial should also debate several kev 
caiestions that must be answered whatever the extent of the next 
WTO initiative. First, should such an initiative follow the 
traditional pattern of a comprehensive "round” or the current 
experiment with separate sector-specific negotiations (and 
perhaps a few functional talks)? The European Union has now come 
out clearly in favor of a round. The traditional logic is 


^®See Kimberly Ann Elliott, Corruption and the Global Economy, 
Washington: Institute for International Economics, forthcoming 
1996. 


^^Formal advisory bodies, such as the wisemen's group that 
helped plan the Uruguay Round for the GATT and the Eminent Persons 
Group that devised the basic APEC strategy, have provided leaders 
with ideas that were unlikely to emerge from their own 
bureaucracies. The Singapore Ministerial should appoint an 
independent advisory committee to develop the vision and strategy 
that will be needed for the WTO to realize its potential evolution 
in the years ahead. 

“The Institute for International Economics will shortly 
release a comprehensive proposal for Singapore in Jeffrey Schott, 
WTO 2000: Setting the Course for World Trade, Washington; 
forthcoming, 1996. 

“Sir Leon Brittan concluded his "Expanding World Trade: The 
WTO Road to Singapore," p. 9 with "My vision is of a dynamic WTO 
which . . .works from now on to lay the foundations for the further 
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compelling: much more can be accomplished when a number of key 

issues are tabled together, permitting tradeoffs across those 
that are of chief interest to different countries. The 
alternative sectoral approach tends instead to a lowest-common- 
denominator approach and may even fail, in whole or in part, as 
seen last year in financial services and as threatened now in 
both telecommunications and maritime services. 

At the same time, we clearly do not want to wait a decade or 
more for the next round to be launched and completed. Hence it 
is essential to work out, first internally and then with our 
trading partners, an agenda of issues that is large enough to 
elicit the needed tradeoffs but small enough to be manageable 
within three or four years. The ultimate goal of global free 
trade could then be reached through a series of "roundups," as my 
colleague Jeffrey Schott artfully calls them, of issues that are 
negotiated on a continuing basis and implemented every few years. 

A second critical issue is the meaning of "free trade." 
Should it be limited to traditional border barriers (tariffs and 
quotas) , extended only to nontraditional but still border 
impediments (such as government procurement and many investment 
policies) , or applied also to "purely domestic" measures that 
have significant external effects (such as intellectual property 
protection and labor standards)? A new principle should be 
agreed: that. the goal is to assure the contestability of markets 

bv eradicating all impediments to that objective . 

A third key topic is globalizing participation in the WTQ . 
"Global free trade" cannot be achieved if such major countries as 
China, Russia and Taiwan remain outside the organization. Yet 
some of the nonmembers seem unable or unwilling to accept its 
rules. Some new formula may be needed to enable them to engage 
in the coming initiative even if they have not yet become full 
members . 

Finally, the WTO itself needs to spearhead a global 
educational campaign on the benefits of free trade . Despite the 
unprecedented support for freer trade around the world, 
considerable protectionist pressures remain. Some backlash to 
the rapid pace of recent liberalization is perhaps inevitable. 

The political leadership of every country is primarily 
responsible for convincing its own citizens of the merits of the 
strategy. But countries can help each other do so, both by 
sharing their experiences in overcoming domestic opposition and 
in reinforcing each others' efforts. Such cooperative 
salesmanship will be an essential component of any initiative as 
ambitious as seeking "global free trade" by a date certain. 

Conclusion 


The WTO Ministerial Conference in Singapore can be a 
historic event. It can take the initial steps toward completing 
the process launched by the creators of the GATT over half a 
century ago to eliminate border barriers to trade. It can go 
well beyond that goal and set the stage for the next half century 
of global trade relationships. 

There are only three requirements for the Ministerial: 
agreeing on the need to develop an ambitious vision for the world 
trading system and the organization that runs it, initiating a 
process that will produce that vision, and beginning to debate 
the substantive and procedural topics that will permit any such 
vision to be realized in practice. The United States has a major 
national interest in the successful launching of such a process. 


Round we know we shall need to usher in the millennium. 
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I recoinmend that the administration, which has chosen to 
downplay any discussion of trade during this election year, take 
the lead in such an effort. To do so, it need only resume its 
activist leadership of 1993-94--through which, with the full 
support of the Congress, it successfully completed NAFTA and the 
Uruguay Round and launched APEC and the Free Trade Area of the 
Americas. It should start by taking an energetic lead in APEC, 
generalizing the ITA tactic noted above by pushing the full APEC 
membership to adopt aggressive "Individual Action Plans" to begin 
implementing their commitments "to achieve free trade and 
investment in the region by 2010/2020." Such an APEC initiative 
would have a powerful effect in galvanizing global emulation at 
Singapore . 

I also recommend that the Congress support the 
administration in such an effort. New trade legislation is of 
course going to be needed soon (although the administration can 
begin the proposed process without additional authority, just as 
it negotiated the first two years of the Uruguay Round without 
explicit approval.)^* Congress will in any event have to 
address the liberalizations to which the administration has 
already made political commitments in APEC and the FTAA. 
Globalizing free trade would add only modestly to the needed 
authority, adding primarily Europe with which trade is already 
largely free. The United States could reap enormous benefits 
from such an effort and Singapore offers an opportunity to start 
moving in that direction. 


“The contentious issues of labor and the environment, which 
torpedoed the efforts to restore fast track authority in 1994 and 
1995, should be finessed by neither ruling them in nor ruling them 
out of the legislative mandate- -leaving them open for inclusion or 
exclusion in each succeeding negotiation based on the merits of 
each situation at the time. 
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Regional Free Trade Arrangements 
Share of World Trade, 1994* 


European Unior 

22.8 

EUROMED 

2.3 

NAFTA 

7.9 

Mercosur 

0.3 

Free Trade Area of 
the Americas 

2.6' 

ASEAN Free Trade Area 

1.3 

Australia-New Zealand 

0.1 

APEC 

23.7' 


Total 61.0 


* Trade among the members of each regional group. 

““ Excluding trade among the members of their own 
subregional groups . 
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Chairman Crane. Thank you. 

Mr. Bergsten, does the administration’s focus on labor, the envi- 
ronment and other controversial and traditionally nontrade issues 
jeopardize your goal, in your estimation, of achieving global free 
trade early in the next century? 

Mr. Bergsten. It certainly makes it more complicated, Mr. 
Chairman, both internationally and, as you know better than I, do- 
mestically. There is a lot of international dispute over those topics. 
Each one may need to be treated differently; these issues are not 
to be viewed as parallel in all cases. Many other countries that 
want to address them, and there are legitimate issues that do need 
to be addressed and should be addressed. The question is, how can 
we do this while ensuring they do not impede the kind of liberaliza- 
tion process on trade itself that we want? 

Domestically, that has been, of course, the stumbling block in 
getting fast track authority in the last couple of years. I think the 
remedy is clear — ^you neither rule them in nor rule them out. Wait 
and see what is appropriate in individual negotiation, and then 
make your judgment on whether to include them. 

The administration itself, for example, has not raised those is- 
sues in APEC, despite its general thrust on them in the WTO and 
elsewhere. It publicly said it would not, and it has not done so. So 
you have to pick and choose, and I do not think a general solution, 
as was debated on both sides in the fast track consultations of 1 
to 2 years ago, is very productive. 

Chairman Crane. Thank you, Mr. Bergsten. 

Mr. Rangel. 

Mr. Rangel. Mr. Bergsten, were you suggesting to the chair that 
these environmental and labor requirements that we had in the 
last fast track caused problems in NAFTA and other negotiations? 

Mr. Bergsten. They did cause some problems in the NAFTA ne- 
gotiations, although I think not overwhelming ones. That was be- 
cause Mexico was so eager to strike the NAFTA deal with us that 
it essentially accepted whatever we proposed, including even on 
those fronts that did rankle the Mexicans when we initially re- 
opened the negotiations to include those requirements. 

It will would be much more difficult to bring environmental and 
labor issues to the forefront in some of the negotiations that will 
be coming over the next years, including in the Western 
Hemisphere, certainly in APEC, and certainly in the World Trade 
Organization as a whole. 

Mr. Rangel. I just have not heard any of our trading partners 
indicate that this is a major problem, and as you know, that ap- 
pears to be the only partisan problem that we on this Subcommit- 
tee face. So, I was surprised to hear you agree, so readily with the 
chair that it was a problem, since the only problem I saw was the 
Republican leadership. I had not really heard in the international 
community that there was a general feeling that they would rather 
not address these issues. Even though no one likes to be told what 
to do, there may be some question as to how we handle it, but I 
would like to emphasize what you have said, that it is important, 
and it cannot be ignored. So, it is going to be important from 
America’s viewpoint, too. 
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Your exciting presentation is the best hope that I have to im- 
prove the quality of life and jobs for Americans. I do not see where 
there is anything else that I will have to work with. And so, there- 
fore, I hope that instead of talking about a level playingfield, I can 
give a fair advantage to any U.S. firm because of the need for jobs. 

My major problem, though, is that I do not see how America is 
being prepared for this great thrust into the next century as we 
move forward, taking advantage of our research and our develop- 
ment, how we could possibly keep our competitive lead, with mil- 
lions of people in jail and scheduled to go to jail, and the tremen- 
dous cost that is involved, not in people who are not productive, but 
just in containing them. And when I see other countries sending 
thousands of students here, only to return home to teach other stu- 
dents, I wonder whether there is any game plan as to how far 
America will be able to get on this tremendously successful expan- 
sion of economic growth. How do education and research and devel- 
opment work together? And when we talk about labor standards, 
there has to be some minimum that we have to expect in a country, 
and there has to be something left, in our country for unskilled peo- 
ple to do, and if there is not, we just cannot ignore them. And then, 
there is the large number of people who played by the rules and 
somehow just did not keep up, but they are 50 or 55, and a merger 
or acquisition decided that they really were not needed today. 

As we go through this most exciting era, to hear you tell it — and 
it is going to be exciting — I mean, just your enthusiasm should 
have everyone just waiting to see what the Congress can do to stay 
out of the way and let the free marketplace work its will. And, I 
see just so many people who are not even a part of all of this at 
all. No one is talking to them. What happens to them? 

Mr. Bergsten. I fully share your concern about those people and 
the fact that we as a country have not done a very good job to posi- 
tion ourselves to take advantage of what I talked about. But, we 
would have to do that with or without international trade. 

As you know better than anybody else, the answer to the prob- 
lem of the people who lack sMlls, and you said it, is education, 
training and upgrading skills so that they will be able to compete 
just within the dynamics of our own economy. We have got to do 
that an 3 rway, regardless of our position in the global marketplace. 

My first point is simply that, if we can open international mar- 
kets more, we can take greater advantage of the improvement in 
the skills of our own human capital. You are, of course, right that 
not everybody is going to get that upgrading, either today or a gen- 
eration from now, even if we have a better game plan. In that 
sense, it is fortunate that the biggest share of our economy is still 
not having to compete internationally. Over 70 percent of our econ- 
omy is services. A few services do compete internationally but most 
do not. My second point is that, if we can improve the capability 
of our work force and our corporate structure in the services sector, 
which is the next big area where productivity increase is required, 
then we do not have to worry much about international competition 
because most of the services sector is really not facing foreign com- 
petition. Where we get the benefits from that is in our manufactur- 
ing industries. 
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Let me relay what may be a stunning fact. As you well know, 
there has been a steady decline in our later force in manufacturing 
over the last 20 years because of increased productivity, though 
some have blamed the decline on trade. Those jobs are among the 
highest paying in the country. 

Because of the export boom and the projections for its continu- 
ation over the next 4 or 5 years, it now looks like that decline in 
the manufacturing sector will be arrested and will even turn 
around. The share of the labor force in high-paying manufacturing 
jobs is going to rise again because of our success in penetrating for- 
eign markets. We should build on that and do even more of it. But 
admittedly, that is only part of the picture. If we do not do the edu- 
cation and training, we will lose out, but that is with or without 
trade, and the services sector is something of a buffer or a safety 
valve against the risks inherent in globalization. 

Mr. Rangel. I can understand that, Mr. Bergsten. It has just 
been my experience that almost all people can start out with the 
low skill opportunity and that, in and of itself, provides the dignity, 
the drive and the hope so that the family unit remains even though 
the good-paying job is not there, so that the kids will find a greater 
ability to find their way into either the service or the high-tech ex- 
port sectors. 

Now, there is a break right there in the middle, and it is a very 
costly break. I guess my question would be, notwithstanding tradi- 
tion and constitutional barriers, most people agree that tWs is a 
national problem. Having said that, they have difficulty finding a 
national solution. In other words, they believe that this has to be 
handled by a local school board. 

Do you agree that that is what we have to do? 

Mr. Bergsten. I share your frustration at that. One hat that I 
have worn for 5 years, as you know, is as chairman of the Competi- 
tiveness Policy Council, which the Congress set up in the Trade 
and Competitiveness Act in 1988. Early on, we identified education 
as one of the fundamental — perhaps the most fundamental — com- 
petitiveness problems of the United States. But then, tries to iden- 
tify remedies, one runs into exactly what you just said. Policy is set 
by 15,000 local school boards. 

So we put out a series of proposals to try to work within that — 
developing national standards as a guideline and trying to induce 
local authorities to move in that direction. This has, of course, 
moved exceedingly slowly. There is even some backsliding on it 
now in various legislative and other avenues. I must admit that, 
to me, that is the most serious problem facing our whole economic 
growth and competitiveness outlook — the fact that we are not doing 
a good job of developing our human capital and that our institu- 
tional structure is so complex that it almost defies the prospect of 
effective reform. 

So, if I could find some way that was politically feasible to move 
to more national leadership of education and training for the whole 
population, I would dearly love to do it. I think nothing could make 
a bigger contribution. 

Mr. Rangel. Have you written something on this that you could 
send me? I have an idea that is receiving some support from the 
multinationals and that is, much like we created the economic 
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empowerment zones, to suggest that if a local school board could 
break down the barriers with the union and the local government 
and find the ideal relationship with business along with a national 
standard, we could create educational empowerment zones. As 
such, maybe we could get the class size down so that teachers can 
give up the hard-earned sabbaticals and other things that cost 
money but really do not lend to actually teaching. Maybe we could 
develop a relationship between teaching, graduation, and the job 
market. Then we might be able to find those areas competing for 
a model situation to make it cheaper for local government to sup- 
port an alternative approval that is working. 

In any event, I would welcome what you have written in support 
just of education, and then we will see where we can go from there. 

Thank you very much for your testimony. 

Mr. Bergsten. Thank you. 

Chairman CRANE. I thank you, too, Mr. Bergsten. We look for- 
ward to working with you and solicit your input always. 

Mr. Bergsten. Thank you. 

Mr. Crane. Our next panel of witnesses represents different in- 
dustry sectors: Tom Ehrgood, international trade counsel with Digi- 
tal Equipment Corp., on behalf of the Information Technology 
Agreement Coalition; our former colleague Henson Moore, presi- 
dent and chief executive officer of the American Forest and Paper 
Association, together with Keith Romig, environmental and public 
policy officer of the United Paperworkers International Union; 
Jacques Gorlin, director of the Intellectual Property Committee, 
and Eric Smith, president of the International Intellectual Property 
Alliance. 

We welcome you all. I thought the gentleman at the end of the 
dais looked familiar. 

Mr. Rangel. He is on television a lot. His name is Henson 
Moore. 

Chairman Crane. Well, gentlemen, will you proceed in the order 
in which I introduced you, starting off with Mr. Ehrgood, and try 
to confine your remarks to 5 minutes, and all extended remarks 
will be made a part of the permanent record. 

Mr. Ehrgood. 

STATEMENT OF THOMAS A. EHRGOOD, JR., INTERNATIONAL 

TRADE COUNSEL, DIGITAL EQUIPMENT COUP., MAYNARD, 

MASSACHUSETTS, ON BEHALF OF THE INFORMATION 

TECHNOLOGY AGREEMENT COALITION 

Mr. Ehrgood. Thank you, Mr. Chairman, Congressman Rangel. 

I would like to note that my statement includes a number of sep- 
arate statements filed by associations who participate in the ITA, 
Information Technology Agreement, Coalition. 

I am very happy to have the opportunity to speak at this hearing 
on behalf of the ITA Coalition. The Coalition is remarkable for its 
breadth. It consists of 12 associations who together, collectively, 
represent the range of the U.S. IT, International Trade, industry, 
ranging from components all the way to software publishers. 

This Coalition has come together and has been working hard to- 
gether in support of the Information Technology Agreement, an 
agreement to eliminate all tariffs on IT products by the year 2000. 
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The ITA Coalition is extremely grateful to USTR for the work 
that USTR has done through the year in promoting this negotia- 
tion and is also fateful for the priority that USTR has placed on 
a successful ITA in the market access agenda of the WTO Ministe- 
rial. We believe this is as it should be. If this agreement succeeds, 
which we hope it will, it will represent the culmination of decades 
of multilateral negotiations to progressively bring down tariffs in 
the electronics and the IT sector worldwide. 

If it succeeds, we will see a strong catalyst for the development 
and real implementation of the information highway, or the GII, 
Global Information Infrastructure, or as the European like to say, 
the “information society.” 

I would like to stress at the outset something about the begin- 
ning of this negotiation. The conditions in which this negotiation 
kicked off back in April were extremely auspicious. At the April 
Ministerial Quad Meeting in Kobe, the launch of the negotiations 
capped a 6-month process in which we achieved an extraordinary 
consensus of strong, enthusiastic support for the ITA from indus- 
tries in the United States, Europe, Canada and Japan, matched 
also by equal enthusiasm from the governments in those countries. 

Over the first months of the negotiation from April to June, we 
made extraordinary progress, USTR leading the way with lots of 
industry input and good work in other countries. We made great 
progress on defining product scope, we solved technical problems 
about how this agreement would operate, and the prospects really 
looked very good. 

And then we came to June. In June, we found ourselves with a 
significant roadblock. That roadblock took the form of the EU with- 
drawal from the negotiation, withdrawal from the negotiation as a 
result of its insistence, not satisfied, that the EU would be a partic- 
ipant in the negotiation of a renewed semiconductor agreement and 
a member of a trilateral agreement from the start. 

The agreement did not work out as the EU had hoped, although 
there are a couple of tables that were set up, one a global govern- 
ment form, the other a semiconductor industry council, two tables 
where there is an obvious place for the EU Commission and the 
semiconductor industry. 

But in any event, the EU has not yet returned. You heard a little 
bit from Ambassador Barshefsky about why the EU has not re- 
turned. It appears to her that the EU has not returned because 
there may not be a sufficient mandate. Whatever it is, whatever 
the problems in the member states or in the Commission, it is es- 
sential that the EU return, and we hope and are optimistic that 
this will be achieved in Seattle later this month at the Quad min- 
isterial meeting. 

We are at a critical juncture in the negotiation of this ITA. There 
is a lot to do. Not only do we have to bring the EU back, we also 
need to firm up the participation of the APEC member countries, 
and then, even when we have done that, we really have to sort out 
a lot of details of the negotiation in a short period of time. So, a 
full court press is necessary from industry. USTR is doing that, 
and we are delighted with it. And we need to see some other active 
participation from other governments as well. 
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Mr. Chairman, it is critical that the ITA succeed — and here is 
the point that I really want to stress — not just for the tariff bene- 
fits that the ITA promises, but also to ensure that the positive goal 
of stimulating trade in information technology products is rein- 
forced and kept alive. This is especially important today, when the 
U.S. IT industry faces a couple of very serious threats, primarily 
in Europe. 

The first such threat is the threat that much of the computer 
product family would be reclassified as consumer electronics prod- 
ucts because of the ever accelerating audio reproductive and video 
reproductive capabilities in computer products. 

The second threat is the application of impossible, burdensome 
rules of origin in the EU, specifically a 45 percent value-added 
requirement. 

We are resisting these threats with some good success. We ap- 
preciate the help of USTR in this, but here again we get to the 
ITA, and what we find is that it is essential, in this environment 
of sorting out these difficulties, to have a positive initiative, some- 
thing that positively keeps alive the vision or the attention on the 
goal of promoting IT trade, not thwarting it. 

Thank you very much. 

[The prepared statement and attachments follow;] 



79 


STATEMENT OF THOMAS A. EHRGOOD, JR. 

INTERNATIONAL TRADE COUNSEL. DIGITAL EQUIPMENT CORPORATION 
FOR THE INFORMATION TECHNOLOGY AGREEMENT COALITION 

TO THE HOUSE WAYS AND MEANS SUBCOMMITTEE ON TRADE 

SEPTEMBER 11, 1996 

Mr. Chairman, members of the committee, I am Thomas A. Ehrgood, Jr., 
International Trade Counsel of Digital Equipment Corporation. Thank you for the 
opportunity to testify on issues related to the World Trade Organization’s Singapore 
Ministerial. 

Today. I am appearing on behalf of the Information Technology Agreement 
Coalition. Led jointly by the Information Technoiogy Industry Council and the American 
Electronics Association, the ITA Coalition is a group of twelve American high 
technology industry associations from all segments of information technology, including 
software, computers, telecommunications, semiconductors, and intemetworWng 
equipment. We and our member companies have been working to promote the 
successful negotiation of the Information Technology Agreement, or ITA, which would 
eliminate tariffs on all information technology products by the year 2000, with tariff 
phase-outs to begin in January of 1997. The ITA will be an MFN agreement with an 
open invitation to all countries to join. 

With your agreement, Mr. Chairman, we ask that short statements be included in 
the record from some of our members -- including the American Electronics 
Association, Semiconductor Industry Association, Electronic Industries Association, 
European American Chamber of Commerce, and a quadripartite industry statement 
including the Information Technology Industry Council anci its counterparts in Japan, 
Europe and Canada. 

Mr. Chairman, the ITA Coalition and its members are extremely pleased that the 
United States Trade Representative's Office has placed the ITA at the center of its 
market access objectives for the WTO Singapore Ministerial. We believe this Is as It 
should be. When successfully concluded, the ITA will bring to culmination decades- 
long multilateral efforts to eliminate tariffs in the electronics and information technology 
sector. This will provide huge benefits not only to IT exporting companies, but, more 
important, to the global economy as a whole. 

The ITA will be a catalyst to complete the Global Information Infrastructure, or 
Gll, because the elimination of tariffs on IT products will make the Gll widely accessible 
to the world population by significantly lowering the costs of building and using this 
infrastructure. This will enable more businesses and people to experience the 
productivity gains made possible through technology and create a more competitive 
world market. 

From its launch, the ITA’s prospects were auspicious. Governments and 
industries outside of the United States clearly saw the ITA's great promise. Last 
November, members of the Trans-Atlantic Business Dialogue meeting in Seville 
strongly endorsed the ITA. This April, the ITA was formally launched with the 
declaration of the Quad ministers initiating the negotiations. Through late spring and 
early summer USTR and its Quad counterparts laid the groundwork by sorting through 
the difficult technical issues involving an agreement of this complexity. This work was 
done hand in hand with the cooperation of industry groups, including ours, from the 
U.S., Japan, Europe and Canada, By June, the ITA appeared to be well on its way 
toward successful conclusion at the WTO Ministerial in Singapore. 

However, since that time roadblocks have arisen - especially in the EU. In 
particular, when the US and Japan launched negotiations to renew the Semiconductor 
Trade Agreement, or STA, the EU insisted that it be included in that negotiation and 
made that point a condition for continuing to negotiate the ITA. 
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Now that the STA negotiations are over it remains unclear whether the EU will 
consider that its interests were sufficiently met in the agreement to bring the EU back to 
the ITA negotiating table. The ITA Coalition is hopeful it will. We believe the STA and 
the ITA would represent compatible agreements. We, like USTR, are watching with 
Interest how the EU will proceed and are doing everything we can to positively 
influence the outcome. 

A second EU roadblock concerns the question of linking IT tariff cuts to tariff cuts 
in other sectors or to other nontariff issues. We would urge that these linkages not be 
made because doing so would dramatically after the ITA negotiations and threaten their 
successful conclusion. 

In the meantime, USTR is aggressively pursuing Asian support for the ITA 
through APEC and other fora with the goal of achieving significant progress at the 
APEC ministerial in Manila this November. We support USTR's strategy in this effort 
and are taking appropriate steps to complement that strategy with our industry 
counterparts in Asia. 

Mr. Chairman, the timing of this hearing Is important, because the ITA is now at 
a critical juncture. Three months remain before the Singapore Ministerial and the 
promise of tariff elimination for information technology products is too great to be lost. 
Frankly, we do not expect it will be lost, but it will take a full-court press in the fall to 
bring all the parties back to the table to put this agreement in effect. Othenwise, loss of 
the ITA could leave us worse off than the status quo of continued tariffs on IT products. 
This is because there Is emerging in other countries the use of new tools to erect 
obstacles to the information society. 

In particular, I would mention the use of customs classification to move products 
Into higher duty categories of consumer electronics, and the establishment of complex 
rules to dictate whether a product can receive tariff benefits based on arbitrary criteria 
to determine its country of origin. We expect an ITA would minimize the damaging 
effects of these new trade instruments, but the failure to conclude an ITA would remove 
a positive IT initiative from the WTO agenda and create an incentive that could allow 
these practices to flourish, 

Finaliy, Mr. Chairman, I shouid eiaborate briefly on this practice of customs 
ciassification for revenue-raising purposes because of its potential for fundamentally 
altering the lexicon of information technology without rational forethought. The fact is, 
our industry is now in an information revolution. Indeed, we are In the digital age. 

What this means is that the products and innovations that emerge from this revolution 
are utilizing the same digital technology to perform multiple functions within single 
units, using as just one example a laptop computer that can simultaneously serve as a 
fax machine, telephone, television, radio and video machine, all while the user is typing 
a letter or cranking out numbers on a spreadsheet. These are all digital functions. 

Without an ITA. how these products get categorized could have far reaching 
implications for the competitiveness of this industry. Even with an ITA, the worst-case 
scenario could foresee an ambitious Customs official for one of our trading partners 
classifying a wide range of products into some high-tariff category that is not within the 
scope of the ITA tariff elimination agreement - in effect, emptying the ITA basket of 
duty free products. USTR has appropriately made this issue known to our trading 
partners in the WTO. It may be that the case should be made more strongly in 
Singapore. This is essential as we work toward a common understanding of how the 
information technology industry should take us into the next century. 

That concludes my statement, Mr. Chairman. I will be pleased to answer any 
questions. 
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AMERICAN ELECTRONICS 





ASSOCIATION 







Information Technolog y A greement 


The American Electronics Association, representing all segments of the information technology 
industry, from computers, semiconductors and telecommunications, to software, internetworking 
equipment and computer-based analytical instruments, strongly supports negotiation of the 
Information Technology Agreement (IT A). The ITA would boost the export competitiveness of 
many of our association's 3200 member companies by eliminating tariffs on information 
technology products on an MEN basis by the year 2000. 

The ITA would reduce to zero all post-Uruguay Round tariffs on information technology 
products by January 1, 2000, with staged reductions beginning in January 1997. The ITA is 
intended to include as many countries as possible. 

Major benefits will flow from the elimination of IT tariffs. In particular, zero tariffs will: 

• provide stimulus for increased U.S. exports by making information technology products 
and services more price-competitive in global markets now protected by tariff walls; 

• facilitate worldwide implementation of the Gtobal Information Infiastructure (GD) by 
reducing the cost of the inputs and making seemless communications around the world 
available to more people and businesses; 

’ alleviate the administrative burden borne by companies and customs authorities in ensuring 
accurate, complete and timely payment of duties; and 

• reduce the propensity of governments to complicate and manipulate valuation, product 
classification and origin rules for reasons of tariff protection. 

The need for tariff protection for IT products is over. Indeed, it is dubious that tariffs in the IT 
sector provide any protection at all for indigenous industries. Studies in Europe, for example, 
show that the cost of collecting tarifis in this sector is greater than the revetrue generated by those 
tariffs, while price-sensitive manufacturers see their competitive position erode fi'om the higher 
cost of inputs. 

For these reasons, AEA urges that the US, Quad, APEC, Latin American and other goverrunents 
conclude negotiations on an ITA by the time of the WTO Ministerial Meeting in Sirtgapore in 
December 1996. 

For More Information, Contact Greg Garcia at 202-682-4433', or (email} Greg_Garcia@aeaneLorg 
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INDUSTRY RECOMMENDATIONS FOR AN 
INFORMATION TECHNOLOGY AGREEMENT 
AS AGREED TO BY 
EUROBIT, ITAQ m AND JEIDA 


Background 

In January of 1995 the information technology industry associations of the 
U.S., Europe and Japan (ITI, EUROBIT and JEIDA) agreed to a set of industry 
reconunendations to the G-7 Meeting in Brussels on the Global Information 
Infrastructure (GII). One of their key recommendations was to eliminate 
tariffs in the information technology sector through the adoption of an 
Information Technology Agreement OTA). Rapid conclusion of the ITA's 
objective of eliminating information technology tariffs should be pursued in 
the broader context of other GO issue areas resulting in the removal of all 
existing beuriers and obstacles to open trade. The specific recommendation 
stated, "To achieve market access necessary to build the GII, all tariffs affecting 
information technology and telecommunications technology products and 
components, including semiconductors, must be eliminated." Since that 
statement, Canada's FT industry association (ITAC) has also lent its support to 
this principle. 

ITI, EUROBIT, JEIDA and ITAC have since supported an initiative called the 
Information Technology Agreement that would eliminate all tariffs on 
information technology and telecommunications products no later than 
January 1, 2000. Products covered under this Agreement include: 

• Computer Hardware (including all computer peripherals and 
multimedia/multifuncdonal products) 

• Semiconductors, Integrated Circuits, and other electronic components 
(including, for example, transistors, crystals, and resistors) 

• Semiconductor Manufacturing Equipment 

• Computer and Telecommunications Software 

• Telecommunications Equipment 

• Parts and Accessories of the above 

The realization of an ITA would make the Global Information Society as 
widely accessible as possible through the elimination of the remaining 
customs tariffs on a range of IT products. Elimination of tariffs on IT 
equipment will make these products and services available to a wider 
segment of the world's population by significantly lowering costs. This will 
enable more businesses and people to experience the productivity gains made 
possible through technology and create a more competitive world market. 
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This agreement only addresses the elimination of all information technology 
tariffs on a most-favored-nation basis and does not seek to include 
agreements on any non-tariff or non-IT product issues. 

At the November 1995 Transatlantic Business Dialogue in Seville, over 120 
American and European corporate leaders advocated the conclusion of an 
ITA by December 1996. A month later in Madrid, the EU and US 
governments agreed to a New Transatlantic Agenda Plan that also endorsed 
an ITA. 

Critical Success Factors: 

In order to have a successful ITA negotiation, a number of critical success 
factors have to be included in the agreement. These include: 

• Tariff elimination on the products identified above in one or two stages by 
no later than January 1, 2000. 

• Acceptable rules of interpretation which make clear the negotiator's intent 
that the ITA's scope extends to future generations of information 
technology products. 

• Administrative Tools (for example, a policy process for making 
anticipatory ITA product coverage determinations, as well as an ongoing 
review mechaiusm) within the WTO that would ensure the integrity of 
the agreement for ITA product coverage purposes. 

• Quad countries conclude an ITA by no later than the December 1996 
Singapore WTO Summit In order to achieve a speedy realization of the 
GO, as many countries as possible should join the ITA at the Singapore 
Ministerial Meeting 


Classification: 

In light of rapid development of technologies in the IT domain, it has to be 
ensured that present and future product generations will be covered by the 
ITA, with special reference to multimedia products (for which care must be 
taken for determining the list of multimedia products and corresponding 
definitions) and that the ITA conclusions are not undermined by customs 
authorities' decisions in areas such as classification and rules of origin. 

The ITA addresses these classification issues. For example, a basic principle 
for addressing computers stipulates that the ITA will cover any computer 
whether or not it also has the capability to receive and process telephony 
signals, television signals or other analogue or digitally process audio or 
video signals. For example, any computer is covered whether or not it also is 
capable of displaying fuU motion video, as is any computer incorporating or 
consisting of video conferencing apparatus. 
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On the other hand, a television receiver or audio reproduction system today 
is not covered by the ITA. Such devices are not today, for example, freely 
reprogrammable by the user. 

Conclusion: 

We strongly advocate that the Quad partners agree to conclude an ITA as 
described above at their April meeting in Kobe, Japan and set a process for 
completing negotiations before the Singapore WTO Summit. We also hope 
that the G7 Summit in July gives momentum to an ITA through discussions. 
With an agreement in principle between Quad members, it is our expectation 
that nations from other regions are more likely to sign on to an ITA WTO 
accord at the Singapore Summit. 


EUROBIT, ITAC, ITI and JEIDA 
April 16, 1996 
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Qm SEMICONDUCTOR INDUSTRY ASSOCIA TION 

181 Metro Drive^Suite 450 ♦ San Jose,CA 951 10 
: Phone (408) 436-6600 ♦ Fax (408) 436-6646 

STATEMENT OF THE SEMICONDUCTOR INDUSTRY ASSOCUTION 
IN SUPPORT OF THE CONCLUSION OF AN INFORMATION TECHNOLOGY 
AGREEMENT AT THE SINGAPORE MINISTERIAL MEETING OF THE WTO 

SEPTEMBER 10, 1996 

The Semiconductor Industry Association (SIA) supports the efforts of the Clinton 
Administration to successfully conclude an Information Technology Agreement (ITA) to eliminate 
tariffs on information technology products at the Singapore Ministerial Meeting of the World 
Trade Organization (WTO), Among the products to be covered by the ITA are semiconductors 
and semiconductor manufacturing equipment, both of great interest to SIA. 

SIA has long advocated the elimination of tariffs on semiconductors and related products. 
At SIA s request, the United States, Canada, and Japan eliminated duties on semiconductors and 
computer parts in 1 9S5 without waiting for the conclusion of the Uruguay Round negotiations. 
SIA supported the elimination of tariffs in its home market because it believes that the U.S. 
semiconductor industry’s health depends on the health of its customers in the information 
industries, and that its customers can produce the best products if they do not have the costs and 
administrative burdens associated with duties. 

In 1994, the Uruguay Round resulted in a commitment by Korea to eliminate its. 
semiconductor tariffs by 1999, as well as reductions in semiconductor duties in the European 
Union. In 1995, at the request of the European uulustry, EU semiconductor tariffs were further 
reduced from as much as 14Vo to either 7 % or zero as compensation for tariff increases resulting 
from the enlargement of the EU to include Austria, Sweden and Finland. The remaining EU 
duties, while signiflcandy reduced from their |»evioiis levels, continue to impede the EU 
electronics industry from designing competitive U.S. semiconductors into their electronics 
systems. Elimination through the ITA of the remaining EU semiconductor duties and other 
semiconductor tarifrs aroimd the world would greatly benefit chip consumers worldwide and thus 
benefit the U.S. semiconductor industry. 

In an effort to spur progress on the current ITA effort, SIA has been actively working 
wife mdustry a^ociations from Japan and Europe to promote a worldwide semiconductor industry 
consensus in favor of tariff elimination for semi^nductors and related equipment. In July of this 
year, SIA met with fee European Electronic Component Manufacturers Association (EECA) to 
discuss, iatei: alia, fee ITA. As a result of that meeting, SIA agreed to an EECA request that 
silicon wafers, which are used to make semiconductors, should also be subject to full tariff 
elimination under fee ITA. 

In August, SIA and fee Electronic Industries Association of Japan (EIAJ), together with 
the U.S. and Japanese governments, reached industry-to-indushy and govemment-to-govemment 
agreements on coo|»ration in the semiconductor sector. These two agreements provide for fee 
creation of new government and industry fora on fee semiconductor industry. The Globai 
Governmental Forum (GGF) created under the govemmenl-to-govemment agreement will be a 
multilateral forum involving fee United States, Japan and the EU, as well as other interested 
countries. The first meeting of the GGF is to take place no later than January 1, 1997, which 
will allow this new institution to meet viiiually simultaneously with the Singapore WTO 
Ministerial Meeting. At the industry level, a new Semiconductor Council is to be created, with 
membership open to all industry associations whose govenunents either have committed that all 
tariffs on semiconductors will be expeditiously eliminated or have suspended these tariffs pending 
formal tariff elimination. — 

SIA views the ITA as offering an important opportunity to promote the increased 
comf^titiveness of the worldwide information technology industry through the elimination of 
tsmffs and increased multilateral cooperation. Conclusion of this important agreement at the 
Singapore Ministeriai Meeting of the WTO would be a significant achievement for the world 
trading system — completing the work of the Uruguay Round — and would be of tremendous 
value to the development of the Global Information Infrastructure. 



Electronic Industries Association 


INFORMATION TECHNOLOGY AGREEMENT 


BACKGROUND 

The Information Technology Agreement (ITA) eliminates tariffs for information technology 
products by the year 2000. Products covered by the agreement include semiconductors, computer 
hardware, software and telecommunications equipment. The agreement includes General Rules 
of Interpretation to guide governments in classi^ng existing and future information technoiogy 
products 

The information Technology Agreement is currently being negotiated among the United 
States, the European Union, Canada, and Japan. These countries intend to conclude negotiations 
by the end of 1996 and to implement phased-in tariff reductions starting January 1, 1997. 
Governments and Industry are also worlting to expand country participation in the agreement. 
Taiwan, Korea and other countries have already expressed interest in joining the ITA. 

The currant ITA negotiations are being conducted primarily between the United t tstes and 
the European Union. The negotiations are proceeding along two tracks - political and tec rnical. At 
the politica level, there is widespread consensus cr. the value of the ITA, with negotiation focusing 
on many o' the specifics of the agreement. At t/.ci technical level, the negotiations are f 'cused on 
product coverage and classification issues. 


BENEFITS TO THE ELECTRONICS INDUSTKV 

The electronics irxlustry is becoming increasingly global. Many of ElA's companies receive 
a large po tion of their total revenues from intsmational sales and they rely on importing cc.oponents 
that are i:'.tegrated into their most competitive products. The Information Technology Agreement 
benefits these companies because it eliminates the tariffs that hinder exports and it lowers the cost 
of the Inputs that our industry uses in their prdducts. 

The ITA General Rules of Interpretation provide companies with clear and predictable 
guidelines for their customs operations and th^ make it easier for governments >o classify 
information technology products. As the information technology industry continues o develop 
increasingV complex products in shorter periods of time, the General Rules of InterpretatKin will help 
avoid disputes over how these products are classified. 

Consumers of infonnation technology products also benefit from the agreement. Elimination 
of information technology tariffs towers prices and makes these products available o a wider 
segment of the worfcfs papulation. This will enable more people and businesses to experience the 
productivity gains made possible through technology and create a more competitive world market. 
The ITA ' vill help with the development of the Global Information Infrastructure by providing users 
with inexpensive and easy access. In all, the ITA is an important agreement that will benefit many 
aspects of the U.S. and the world economy and bring our industry into the 21st century 

For more information or additional documents on the Information Technology Agreement, 
please contact Maggie Angell in the EIA Government Reiedons Department at 703/907-7579. 


2500 Wilson Boulovsrd • Arliogian, Virgnis 22201-3*34 • (703) 907-7500 ■ FAX (703) 907-7 iOl 
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Policy Statement of the European-American Chamber of Commerce 
on an Information Technology Agreement 

March 20, 1996 


The transatlantic community, both In the private and public sector, has expressed Its commitment 
to reach an Information technology agreement (TTA). At the November 1995 Transatlantic 
Business Dialogue (TABD) in Seville, over 120 American and European corporate leaders 
advocated the conclusion of an ITA by December 1996. The overwhelming majority of the 
Seville participants supported a commitment to eliminate all tariffs on information techoology 
(IT) products by January 1, 2(X)0, or sooner. A month later in Madrid, the EU and US agreed to 
a New Transadantlc Agenda and Action Plan that also endorsed an ITA. 

As an organization of 80 multinational companies of European and American parentage, the 
European-American Chamber of Commerce adds Its voice in shong support of an ITA. 
Eliminating tarllTs in this critical, rapidly-changing Industry would make all transatlantic 
companies mote efficient by reducing the cost of maintaining competitive technology. In 
adrlition, EU aixl US comp^es in the IT products industry strongly support an ITA because it 
would reduce customs burins, increase the flow of trade in the transatlantic market, and 
promote greater market access in other countries that sign onto the agreement 

The Chamber encourages the EU and US governments to work together to conclude an ITA by 
December 1996 that Incorporates the following objectives. 

Ohlectlves 

Tariff-Based Agretment - The Chamber seeks an ITA that would eliminate tariffs - on a most- 
favored-natton basis - for the following product categories no later than January 1, 2000: (1) 
computer hardware products, (2) semiconductors and integrated circuits, (3) semiconductor 
manufacturing equipment. (4) computer software, (5) telecommunications equipment, and (6) 
passive devices. Eliminating tariffs in these product categories would constitute a very significant 
accord. Negotiators should not risk delaying the agreement by considering non-tariff or non-IT 
product issues. 

wrO/CATT CompatIbilUy - Transatlantic business selected the ambitious December deadline in 
hopes that an ITA will be completed during the December 1996 WTO Ministerial Meeting. As a 
building block of the Global Information Siciety. a WTO-compatible ITA would provide the 
maximum bewflt to as many nations and comp^es as possible. The EU and US Quad partners, 
Japan and Canada, are expected togive momentum to an ITA through discussions in their April 
meeting and possibly agree to an fM outline at the G-7 Summit in July. With an agreement in 
principle between Cjuad members, nations ftom other regions are more likely to sign on to a 
WTO accord. Without early concerted action between the EU and US, however, little progress 
can be expected on meeting these objectives. 

Avald Reclaaifleatiaa ObstaeUs - The Chamber opposes any eftbrts to reclassify fT products 
into other tariff headings In a way that would erode the integrity of a negotiated ITA. A benefit 
of reaching an fTA on the broadest possible range of products would be that IT goods would be 
classified under clear rules, largely eliminating the need to negotiate tariff classifications. 

General Rules of Interpretation - In order to deal with the rapidly-changing nature of IT 
products, negotiators must equip the ITA with General Rules of Interpretation (GRls) that clarify 
the extent of produa coverage. The Chamber recommends that negotiators carefully review 
draft GRIs prepared by US and EU industry experts, who continue to coordinate their efforts 
through the TABD and other fora. 

Cnncluslon 

Concluding an ITA would advance the Global information Society and deliver on commitments 
made at the Madrid EU-US SummiL To be successful, an accord must remain focused on 
elimlnatiog tariffs. Corporations on both sides of the Atlantic ask for a more open global market 
and reduced administrative burdens for IT products, regardless of the relative tt^-off of tariff 
revenue. The Chamber urges negotiators to look beyond conventional trade-off considerations 
and do what best serves consumen and transatlantic companies - conclude an ITA. 
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Chairman Crane. Thank you, Mr. Ehrgood. 

Chairman Crane. Now, we welcome back before us our distin- 
guished former colleague, Henson Moore. 

STATEMENT OF W. HENSON MOORE, PRESmENT AND CHIEF 

EXECUTIVE OFFICER, AMERICAN FOREST AND PAPER 

ASSOCIATION 

Mr. Moore. Thank you, Mr. Chairman. 

1 am here today on behalf of the more than 200 member compa- 
nies of the American Forest and Paper Association, which is the 
national trade association of the forest products and paper indus- 
try. This industry has a vital stake in the outcome of the Singapore 
Ministerial from two points, one of tariffs, and one of the European 
eco-label. Time today gives me only time to talk a little bit about 
the tariff issue, but my statement deals with the eco-label issue as 
well. 

As my colleague representing United Paperworkers International 
Union will attest, this means a great deal to us in terms of being 
able to maintain high-paying manufacturing jobs in the United 
States. 

During the Uruguay round trade negotiations, the United States 
forest products industry originated the zero-for-zero concept. Re- 
grettably, the Uruguay round failed to achieve zero tariffs in 5 
years for either paper or wood products. The phaseout period for 
paper tariffs was extended to 10 years, and wood tariffs were re- 
duced by an average of only 28 percent. In accepting this result, 
the United States accepted a continued substantial tariff inequity 
which leaves our industry at a competitive disadvantage, and in 
some product segments, actually threatens our ability to survive. 

In the case of paper, for example, some European tariffs are still 
as high as 7 percent, while most paper products enter the United 
States duty free. This difference makes a real difference in our 
ability to compete. 

Using the protection of this tariff wall, European producers have 
been able to build new production capacity, some or most of which 
is targeted at export markets, some of which or most of which at 
the United States. 

The current tariff imbalance thus not only undermines our abil- 
ity to compete for exports, but also threatens our own domestic 
markets as well. 

For all of these reasons, our industry lent its support to the Uru- 
^ay round implementing legislation only after this Subcommittee 
included legislative authority and a mandate, accepted by this ad- 
ministration in its Statement of Administrative Action, to continue 
to press for the achievement of zero tariffs on both wood and paper 
products within 5 years as a matter of priority. 

The Singapore Ministerial is the time to deliver on that mandate. 
Canada, Japan, the European Union and the United States are dis- 
cussing a tariff package which could be agreed upon at Singapore. 
The EU reportedly has suggested a 2-year acceleration of Uruguay 
round commitments. The Government of Canada has proposed that 
the Uruguay round final rates be applied as of January 1, 1998. We 
have urged and do so again at this hearing that the U.S. Govern- 
ment to do one of two things — either put forth its own proposal for 



89 


a reduction in tariffs, officially on the record, or get behind the Ca- 
nadian proposal and back it, to immediately cause the taking down 
to zero of the tariffs on paper and to continue to work forward on 
doing something about wood products. 

Now, I would like to share the time, Mr. Chairmsin, with my col- 
league here from the United Paperworkers Union. 

[The prepared statement and attachment follow:] 
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STATEMENT OF 

W. HENSON MOORE, PRESIDENT AND CEO 
AMERICAN FOREST & PAPER ASSOCIATION 


Tliank you, Mr. Chairman. 

J am here today on behalf of the more than 200 member companies of the American 
Forest & Paper Association (AF&PA), the national trade association of the forest, pulp, paper, 
paperboard- and wood products industry. The vital national industry which AF&PA represents 
accounts for 8% of total U.S. manufacturing output. Employing approximately 1 .4 million 
people, the forest and paper industry ranks among the lop 10 manufacturing employers in 46 
states. 


This industry has a vital stake in the outcome of the Singapore Ministerial. Agreements 
on market access and environmental trade restrictions will have a direct impact on our ability to 
compete for future export sales and, as my colleague representing the United Paperworkers 
International Union will attest, on our ability to maintain high paying manufacturing jobs here in 
the U.S. as well. 

Market access 

During the Uruguay Round trade negotiations, the U.S. forest products industry 
originated the zero-for-zero concept. We did so because we are a globally competitive industry, 
confident of our ability to sell where markets are genuinely open—and also because regional trade 
arrangements and GSP preferences already give zero tariff access to our principal competitors in 
many important markets. 

Regrettably, the Uruguay Round failed to achieve zero tariffs in five years for either 
paper or wood products: the phase out period on paper tariffs was extended to ten years, and 
wood tariffs were reduced only by an average of 28%. 

In accepting this result, the U.S. accepted a continued substantial tariff inequity which 
leaves our industry at a competitive disadvantage and, in some product segments, actually 
threatens our ability to survive. 

In the case of paper, for example, some European tariffs are still as high as 7%, while 
most paper products enter the U.S. duty free. In a commodity market, this additional 7®/o cost 
burden can make it virtually impossible to compete. 

Using the protection of this tariff wall, European producers have been able to build new 
production capacity, some of it targeted at export markets. When European demand proves 
inadequate, the duty free U.S. market has proven an easy target for predatory pricing. 

The current tariff imbalance thus not only undermines our ability to compete for exports, 
but also threatens our own domestic markets as well. 

For all these reasons, our industry lent its support to the Uruguay Round implementing 
legislation only after this Committee included legislative authority and a mandate-accepted by 
the Administration in its Statement of Administrative Action— to continue to press for the 
achievement of zero tariffs on both wood and paper products within five years as a matter of 
priority. 

The Singapore Ministerial is the time to deliver on that mandate. 

Canada, Japan, the EU and the United States are discussing a tariff package which could 
be agreed at Singapore. The EU reportedly has suggested a two year acceleration of Uruguay 
Round commitments. The Government of Canada has proposed that Uruguay Round final rates 
be applied as of January 1 , 1 998. In making this proposal, the Government of Canada has 
specifically identified paper as a priority product for such treatment. 
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We have urged the US. Government to use its tariff authority to maximum benefit by 
supporting the Canadian proposal on paper and to continue to press for zero tariffs on wood 
products. 

This is a problem which only our government can solve. But the cost of failure will be 
borne by our workers and our shareholders. For paper products, we estimate it could mean 
$1 billion in additional U.S. exports each year between 1998 and 2000, rising to $ 2 billion 
annually after 2004. For wood products, the lost sales could range as high as $1 .2 billion each 
year. 


I would also like to point out that in the TransAtlantic Business Dialogue 
recommendations on trade liberalization, business representatives on both sides supported a 
targeted approach towards accelerated or increased tariff dismantling, including total elimination 
of duties in those industrial sectors which have expressly requested this. 

Environmental trade restrictions 

Also on the agenda at Singapore will be a report from the WTO Committee on Trade and 
Environment (CTE) regarding the compatibility of various environmental trade measures with 
the international trade regime. Among the issues to be highlighted are the proliferation of 
ecolabeling schemes and Multilateral Environmental Agreements (MEAs). 

Over the past three years, our industry has been the target of an EU ecolabeling effort 
which has been deficient in transparency and discriminatory in effect. We have had the support 
of the U.S. Government-including USTR, Commerce, State, and EPA. But notwithstanding 
Super 301 citations, a strong recommendation by the TransAtlantic Business Dialogue 
(attached), and even discussions at the Summit level, in July the EU proceeded to adopt ecolabel 
criteria for fine paper products which-based on the use of European standards-will clearly 
exclude most U.S. suppliers, without any demonstrated environmental benefit. 

The lesson from this experience is clear: available bilateral policy instruments for 
dealing with trade distorting effects of such programs must be bolstered by explicit disciplines in 
the WTO. In coalition with a broad group of U.S. industries representing sales in excess of 
$900 billion annually, we have asked USTR to seek Ministerial language which would tighten 
existing disciplines and incorporate concepts which have proven useful here in the U.S. in 
preventing fraudulent advertising and consumer deception. We have gotten generally positive 
responses from other WTO delegations, and we believe it is important that the U.S. demonstrate 
leadership on this issue. 

At the same time, however, the European Union is attempting to use the CTE report to 
win WTO endorsement of their approach, which is based on production processes and methods 
(PPMs). Acceptance of the European proposal would grant a license to similar attempts at green 
protectionism and stimulate a new generation of trade barriers under green cover. The U.S. must 
not allow this to happen. 

AF&PA also believes there is a need for the CTE report to clarify the limited 
circumstances under which trade measures can be used in Multilateral Environmental 
Agreements to achieve environmental objectives. 

Mr. Chairman, that concludes my statement. I would be pleased to expand on any of 
these issues during the question period. Thank you. 


Attachment 
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Forest and Papew Industries 


L DESCRIPTIONANDSCOPEOFTHElSSirC 

The issue ^up consists of n^resenutives of the forest and paper Industrie of Euro^ aiui the 
U S The group wili e?q}!ore areas of potential common iatereA vdiesre coiKerted a^on could Ie«l 
to expanded transatlantic trade. 

Ecolabeling 

The most immediate issue on which the Issue Group wishes to focus our governments' attention is 
the EU proposed program for ecolabeling of paper products. The European and U.S. forest and 
paper industhes arc aciiv^ committed to continuous improvement of environmental jfMsrfoni^n^, 
and support constructive, mai1cet>based approaches to product l^}^mg that provide O4stomers 
and consumers vdth transparent, understandable and credible informidon about products. 

In particular, the EU ecolabel scheme is opposed by European and U.S. industry on the grounds 
that it is discriminatory and a breach of fair competition aitd trade. The EU scheme, of which the 
initial objective was to label products, not processes, is not acceptable because: 

• It does not encourage companies to improve their environmental b^viour, 

• It does not pve adequate information and Ms to educate consumers; 

• It is elitist, does not reflect sound scientific research and, based on the criteria for both 
tissue and fine paper, reflects politicai eiq>ediency more than environmental science. 

• It raises trade barriers and restricts the free movement of goods, which could lead to a 
deterioration of transatlamic trade relatioos. 

The EU ecolabel scheme was included in the U.S. Tnde Representative's October 1995 report to 
Congress under the "Super 301" program as an area of continuing concern because the EU 
process for developing ecolabel criteria has been insufficiently transparent and Med to provide for 
adequate participation by non<£U interests. 

n. Joint Key PROPosAis 

Industry believes that the EU ecolabel scheme should be ecteuMy revised. It has little 
commercial or political support in Europe and strong opposition outside the EU, particularly in 
Bra 2 i], Canada, Australia, New Zealand, Mexico and Japan, as well as in the U.S. In recognition of 
this, it is proposed that there be: 

• Cessation offortherwork on paper criteria; 

• Review of the EU ecolabel regulaticm and elimmaticm of its tnbereni flaws; 

• Creation of a scheme which the industry can support, whid) wiH resuh in real 
environmental improvement, and which will provide consumers whb transparent, 
understandable and credible information about the products they buy. 


m. Achievements Expected by November 1996 

European and U S. industry seek to have EU action on ecolabeling requirements for all paper 
products suspended, pending completion of the review of the overall scheme and revisions to tl% 
program in a manner which insures non-disainunation, transparency and conssten^ with WTO 
disciplines. 

IV. Message to Governments on Business expectations 

Both sides of the Transatlantic Business Dialoj^e urge governments to address the need for 
clarification in the WTO regarding the application of TBT disciplines to ecolabelii^ scherms, 
spedficaily with regard to the issue of process and production methods (PPMs). €hir Industries 
believe that ecolabels were initially designed to labd products, not processes and pr^luction 
methods, and that PPM>bascd schemes, as applied, discriminate against foret^ suppliers. 
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Chairman Crane. Thank you, Henson. 

Mr. Romig. 

STATEMENT OF KEITH D. ROMIG, JR., ENVIRONMENTAL AND 

PUBLIC POLICY OFFICER, UNITED PAPERWORKERS 

INTERNATIONAL UNION 

Mr. Romig. Thank you, Mr. Chairman, Congressman Rangel, and 
also thanks to you, Henson. 

As I said, my name is Keith Romig, and I have been asked to 
testify on this issue by our president, Wayne Glenn. 

We represent about 250,000 people, the overwhelming majority 
of whom work in the primary pulp and paper industry. Their Jobs 
are directly affected by the terms under which the U.S. paper in- 
dustry must conduct its international trade. 

I am not coming before you to ask for any special protection for 
our jobs, but for simple trade equity on this issue between us and 
the European Union. The reason I am here with the American 
Forest and Paper Association is because, in spite of the fact that 
we sometimes have very emphatic disagreements with industry on 
a variety of issues, on this particular issue, we agree. 

The UPIU, United Paperworkers International Union, originally 
opposed the original Uruguay round because we were concerned 
that it contained terms unfavorable to American industry and 
American workers and that its implementation might become 
skewed against workers here in the United States. We want free 
trade to be fair trade. 

Under the current implementation of the Uruguay round, as Mr. 
Moore commented, the tariffs on U.S. paper being shipped to 
Europe are sometimes more than three times higher than the cor- 
responding tariffs on European paper shipped into the United 
States. In my written testimony is the assertion that this is costing 
between $1 and $2 billion annually in sales for the industry. To put 
that in human terms, $1 billion in sales translates to 9,000 or 
10,000 jobs, 9,000 or 10,000 families. It could be a whole commu- 
nity, maybe two or three communities. It is a lot of effect when 
these jobs are lost or not created. 

You have heard testimony that the Europeans are building new 
papermills and new paper machines to make use of the 8-year tar- 
iff advantage they are going to have if the situation is not cor- 
rected. They are creating jobs there to export paper here. This is 
not fair trade. 

We believe that we can compete on a level playingfield with any- 
one in the world. Furthermore, our members’ wages sustain dozens 
if not hundreds of small communities throughout the United 
States. Many of these communities would be absolutely devastated 
if their mills were forced to close. 

This is a highly competitive industry, and I also want to point 
out that this is an industry that for the most part has not moved 
substantial production offshore. We appreciate that, and I want to 
commend the Subcommittee. 

For these reasons, we join with the American Forest and Paper 
Association today in asking you to urge the U.S. Trade Representa- 
tive to push for EU acceptance of the Canadian proposal to zero out 
the tariff on paper and paper products on both sides of the Atlantic 
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in 1998, or to submit its own proposal to do so. Adoption of this 
proposal will right a wrong that has cost and could continue to cost 
our members and other workers thousands of well-paid family 
supporting jobs. 

Thank you very much. 

[The prepared statement follows:] 
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STATEMENT OF 
KEITH D. ROMIG, JR. 

ENVIRONMENTAL AND PUBLIC POLICY OFFICER 
UNITED PAPERWORKERS INTERNATIONAL UNION (UPIU) 

ON 

THE GOALS OF THE SINGAPORE MINISTERIAL MEETING 
BEFORE THE 

SUBCOMMITTEE ON TRADE 
COMMITTEE ON WAYS AND MEANS 
U.S. HOUSE OF REPRESENTATIVES 
WASHINGTON, D.C. 

SEPTEMBER 1 1, 1996 


Good afternoon, Mr. Chairman. My name is Keith Romig. I have been asked 
by Wayne Glerm, President of the United Paperworkers International Union (UPIU), to 
advise him on public policy issues, and when appropriate, to make the UPIU’s views known to 
Members of Congress and other policymakers. This is one such occasion. 

The UPIU represents about 250,000 meml^rs nationwide, approximately 150,000 of 
whom work in the primary pulp and paper industry. Their jobs are directly affected by the terms 
under which the U.S. paper industry must conduct its international trade. 

I come before you today, not to ask for special protection for our jobs, not to hide the 
U.S. pulp and paper industry behind new tariff walls, but to ask for simple trade equity between 
us and the European Union. I am here with the American Forest and Paper Association because 
on this issue we agree. 

The UPIU opposed the original Uruguay Round agreement because we were concerned 
that it contained terms unfavorable to American industry and American workers, and that its 
implementation might become skewed against U.S. workers. 

We want free trade to be fair trade. Under the current implementation of the Uruguay 
Round, tariffs on U.S. paper products shipped into the European Union are as much as three 
times higher than the tariffs on corresponding EU products shipped into the U.S., and will remain 
so until 2004. 

You have heard testimony that these differential tariffs are costing the U.S. industry over 
$1 billion in lost sales. Just for informatioris sake, $1 billion in lost sales translates to 
approximately 9,000 lost jobs. Lost sales also translate into investments not made and jobs not 
created. Since it costs as much as $ 1 billion to build a new pulp and paper mill, any loss of 
market share now could well be permanent. 

You have heard testimony that the Europeans are building new paper mills and new paper 
machines to make use of their 8-year tariff advantage. They are creating jobs there to export 
paper here. This is not fair trade. 

Our members are well able to compete on a level playing field with anyone in the world. 
Their wages sustain many communities throughout the United States, and many such 
communities would be devastated if their mill were to close. This is a highly competitive 
industry, which unlike many others, has not moved the bulk of its production off-shore. 

For these reasons, we join the American Forest and Paper Association in 
asking you to urge the U.S. Trade Representative to push for EU acceptance of the Canadian 
proposal to zero out the tariffs on paper and paper products on both sides of the Atlantic in 
1 998 . Adoption of the Canad ian proposal will right a wrong that has cost and could 
continue to cost our members thousands of well-paid family-supporting jobs. Thank 
you very much, and I’d be happy to take any questions. 
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Chairman Crane. Thank you, Mr. Romig. 

Mr. Gnrlin. 

STATEMENT OF JACQUES J. GORLIN, DIRECTOR, 
INTELLECTUAL PROPERTY COMMITTEE 

Mr. Gorlin. Mr. Chairman, Members of the Subcommittee, I ap- 
preciate your invitation to provide the views of the IPC, Intellec- 
tual Property Committee, on the Singapore Ministerial Meeting. 

A strong intellectual property statement at the Singapore Min- 
isterial Meeting is essential to the continued pursuit by the United 
States of effective intellectual property protection and enforcement 
abroad. To ensure concrete results on intellectual property in 
Singapore, the United States will have to quickly begin to include 
the proper and timely implementation of the Uruguay round agree- 
ments, especially the TRIPs, Trade-Related Aspects of Intellectual 
Property Rights, Agreement among its principal objectives for the 
Singapore Ministerial Meeting. 

Mr. Chairman, our pursuit of the proper and accelerated imple- 
mentation of the TRIPs Agreement may appear to the Subcommit- 
tee to be single-minded, and to a large extent, it is. Industry sup- 
port for the TRIPs negotiations was motivated by the expected 
commercial benefits from the improved intellectual property protec- 
tion that would result from the TRIPs Agreement. Until industry 
begins to realize those commercial benefits, many parts of the 
TRIPs Agreement remain promises. The value of a TRIPs Agree- 
ment is in its timely and proper implementation. 

The various proposals about loading up the WTO agenda with so- 
called new issues are not reassuring for those of us who are still 
concerned about the implementation of the Uruguay round agree- 
ments. We need a Singapore Ministerial that will make certain 
that the trade momentum in favor of strong worldwide intellectual 
property protection that we achieved over the last 10 years is not 
dissipated. Trade ministers in Singapore should commit their gov- 
ernments to the proper and timely implementation of the already 
completed Uruguay round agreements before agreeing to any new 
negotiating objectives for the trade agenda. 

Current U.S. policy on intellectual property calls not only for the 
acceleration of TRIPs implementation, but also for the implementa- 
tion of intellectual property standards of protection and enforce- 
ment that go beyond those contained in TRIPs. These objectives re- 
flect the concerns of U.S. industry about the substantive defi- 
ciencies and long transition periods of the TRIPs Agreement. They 
also recognize the emerging nature of technological developments 
and the need for intellectual property protection to keep pace with 
the blistering velocity of technological change in order to ensure 
the continued competitiveness of U.S. industry in the world mar- 
ketplace. 

The tripartite approach to gaining improved intellectual property 
protection abroad supported by the IPC has multilateral, bilateral 
and regional dimensions. Each of the three dimensions is aimed at 
particular countries and sets of intellectual property-related issues. 
Many of these issues go beyond TRIPs implementation. The issue 
before the Subcommittee today, TRIPs implementation in the con- 
text of the Singapore Ministerial Meeting, is thus but one consider- 
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ation in the ongoing drive of U.S. industry to gain improved world- 
wide intellectual property protection and enforcement. 

Mr. Chairman, the intellectual property-related objectives of the 
United States for Singapore should be: First, endorsement of the 
proper and accelerated implementation of the TRIPs Agreement. 
The IPC believes that the task of getting the ministers in Singa- 
pore to support TRIPs acceleration should be easier now that both 
the European Commission and the administration have signalled 
their support for TRIPs acceleration. Nevertheless, the IPC be- 
lieves that the United States will have to continue to play the lead- 
ing role in ensuring concrete results on intellectual property in 
Singapore. 

Second, endorsement of the timely review called for in the TRIPs 
Agreement of the current biotechnolop? exclusion, with a view to- 
ward its deletion. The mandated review, scheduled for 1999, was 
included in TRIPs at the insistence of those countries, like the 
United States, which supported the patentability of biotechno- 
logical inventions, with the express intent of gaining the removal 
of this carve-out for the TRIPs standards. 

Third, opposition to efforts underway within the WTO to weaken 
the TRIPs standards. A number of WTO members have already in- 
dicated that they will be looking to use Singapore to begin the roll- 
back of key TRIPs standards. The IPC is particularly troubled by 
the views that India and a number of other developing countries 
have put forward in the WTO’s Committees on Trade and Environ- 
ment (CTE). These views, presented ostensibly out of a legitimate 
concern for protection of the environment and biodiversity, are in 
reality nothing more than direct attacks on the standards con- 
tained in the TRIPs Agreement. 

It is interesting to note, Mr. Chairman, that, whenever India 
runs up against TRIPs standards that get in the way of its environ- 
mental or biodiversity goals, it suggests that they be weakened. 
Among the changes in TRIPs that India suggests are a shorter pat- 
ent term, widened exclusions from patentability, widened grounds 
for patent revocation, and a streamlining of what they call burden- 
some conditions limiting the issuance of compulsory licenses. The 
United States has so far effectively countered these TRIPs rollback 
arguments within the CTE. It is critical that there not be any slip- 
page in our defense of strong intellectual property protection and 
enforcement in Singapore. 

Finally, avoidance of any action in Singapore that could be inter- 
preted as supporting the extension of the application of a 5-year 
nullification and impairment moratorium to TRIPs. The 5-year 
moratorium can only be extended by unanimous vote of the WTO 
Ministerial Conference, and it should be permitted to die. The de- 
mise of the 5-year moratorium will plug a major loophole in the 
system of intellectual property protection envisaged under the 
TRIPs Agreement. 

Mr. Chairman, the disproportionate focus on new issues for the 
Singapore Ministerial would perpetuate the perception that the de- 
veloped countries are ambivMent about the proper and timely im- 
plementation of the Uruguay round agreements, especially the 
TRIPs Agreement. A strong ministerial statement in Singapore on 
intellectual property along the lines that the IPC has proposed 
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should correct this misperception and give a critical boost to U.S. 
efforts to gain effective intellectual property protection and enforce- 
ment worldwide. 

Thank you. 

[The prepared statement follows:] 
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STATEMENT OF 

JACQUES J. GORUN, DIRECTOR 
INTELLECTUAL PROPERTY COMMITTEE 


I am Jacques J. Gorlin, Director of the Intellectual Properly Committee (IPC). I 
appreciate your invitation to provide the views of the IPC on the World Trade Organization 
(V\n'0) Singapore ministerial meeting. My testimony today will focus on the role that the 
Singapore ministerial will play in meeting the U.S. policy objectives of the proper and 
accelerated implementation of the TRIPS Agreement. 

The views of the IPC on the TRIPS Agreement and its implementation are known to (he 
Subcommittee. IPC representatives have appeared before this Subcommittee on numerous 
occasions over the course of the Uruguay Round negotiations and since the completion of the 
round. Most recently, in March of this year, Peter Richardson of Pfizer provided the IPC’s 
analysis of the current state of TRIPS Implementation and addressed the broader question of 
how to ensure that we continue to make gains in improving the worldwide protection of 
intellectual property. I do not want to repeat his testimony, but I believe that, before 
undertaking any discussion of the Singapore ministerial's role In meeting U.S. intellectual 
property objectives, it is important to briefly review the current state of play regarding TRIPS 
implementation. 

The IPC was formed in March. 1986--slx months before the Punta del Este ministerial 
meeting that launched the Uruguay Round-with the specific mission of mobilizing domestic and 
international support for the negotiation of an intellectual property agreement in the GATT. The 
current members of the IPC--General Electric, Hewlett-Packard, IBM, Johnson & Johnson, 
Merck, Microsoft, Pfizer, Procter & Gamble. Rockwell International, Texas Instruments and 
Time Warner-represent the broad spectrum of private sector U.S. intellectual property 
interests. In June, 1988. the IPC achieved a significant milestone when It reached a tripartite 
consensus with the Keidanren, representing Japanese industry, and UNICE, representing 
European industry, on how the GATT should deal with intellectual property in the Uruguay 
Round negotiations. The 100 page report defined in detail the minimum standards for ensuring 
fundamental protection for all categories of intellectual property and proposed procedures for 
enforcing that protection. The IPC continues to collaborate closely with our private sector 
counterparts abroad in support of our mutual objective of strong worldwide intellectual property 
protection. 

Senior management of the IPC member companies worked very closely with U.S. 
negotiators and the Congress-especially with members of this Subcommittee and their staffs- 
and with our private sector counterparts in Europe and Japan to develop a GATT agreement 
that would contain adequate and effective intellectual property protection. The IPC recognized 
the substantial progress that had been made in the negotiations and, as a result, supported the 
TRIPS Agreement and the intellectual property-related provisions of the Uruguay Round 
Agreements Act. 

The IPC’s long support for the negotiation of the TRIPS and NAFTA agreements and 
our continuing search for improved worldwide intellectual property protection stem from the 
inexorable link between intellectual property protection and American competitiveness and job 
growth. America's competitive edge rests ultimately on our creativity and resourcefulness-the 
unique ability of Americans to generate new Ideas and develop new ways of looking at the 
world. Our most internationally-competitive industries depend on intellectual property 
protection: for example, the computer software, motion picture, sound recording, 
pharmaceutical, chemical and electronic industries are among the largest and fastest growing 
segments of the U.S. economy. Employment in these industries grew at close to four times the 
rate of employment in the economy as a whole between 1983 and 1993. Furthermore, the 
foreign sales of these industries make major positive contributions to the U.S. balance of 
payments. 

In stressing the importance of the intellectual property-dependent industries to the U.S. 
economy, I underline the IPC's concern that policy makers in the United States and in our 
trading partners not fall into the trap of thinking that the negotiation of the TRIPS Agreement 
has by itself solved the intellectual properly problems that we are facing today. Should policy 
makers adopt this view, technology-exporting countries will be taking a major economic risk, 
because the resultant loss of intellectual property protection abroad will endanger the future 
commercial health of those industries that have had a demonsirated track record of making 
positive contributions to economic and commercial activity. 
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The translation of the TRIPS Agreement into improved intellectual property protection on 
the ground-TRIPS implementation-is the critical issue. Included in the concept of TRIPS 
implementation is not only the proper and timely implementation of the intellectual property 
standards currently found in the agreement but also the periodic upward adjustment of those 
standards to higher levels of intellectual property protection. The necessity of ensuring the 
strengthening of the TRIPS Agreement was foreseen in the agreement itself and is an integral 
element of TRIPS implementation Under the procedures outlined in Article 71.1, any new 
copyright-related standards, for example, that will be developed in the Berne Protocol and New 
Instrument currently under negotiation in WlPO would be folded into the TRIPS Agreement. 

In the context of the preparations for the Singapore ministerial meeting, TRIPS 
implementation falls between the cracks. It is neither part of the "built-in agenda,’ which 
consists of the commitments that already exist to begin new negotiations in agriculture, services 
and other areas before the turn of the century; nor is it among the ‘new’ issues of an expanded 
trade agenda. The various proposals about loading up the WTO negotiating agenda with so- 
called "new issues" are not reassuring for those of us who are stiil concerned about the 
implementation of the Uruguay Round agreements. These proposals reflect a common pitfall of 
trade negotiators, who are ready to move on to the negotiation of new issues even before the 
results of the previous negotiations are fully implemented. This is especially true for intellectual 
property where we face long and discriminatory transition periods and uneven national 
Implementation. We need a Singapore ministerial that will make certain that the trade 
momentum in favor of strong worldwide intellectual property protection that we achieved over 
the last ten years is not dissipated. Trade ministers in Singapore should commit their 
governments to the proper and timely implementation of the already-completed Uruguay Round 
agreements before agreeing to any new negotiating objectives for the trade agenda. 

Our pursuit of the proper and timely implementation of the TRIPS Agreement may 
appear to the Subcommittee to be single-minded. To a large extent, it is. While the successful 
negotiation of the TRIPS Agreement was a testament to the joint efforts of U.S. industry and 
government, industry's participation in that effort was motivated by the expected commercial 
benefits from the improved intellectual property protection that would result from the TRIPS 
Agreement. Until industry begins to realize those commercial benefits, some elements of the 
TRIPS Agreement remain promises. The value of the TRIPS Agreement is in its timely and 
proper implementation. 

Current Intellectual Property Situation 

As we indicated in our testimony of March 13th, the current intellectual property situation 
is very complicated Current U.S, policy on intellectual property, which is contained in the 
intellectual property objectives of the Uruguay Round Agreements Act that were crafted by this 
Subcommittee, calls not only for the acceleration of TRIPS implementation but also for the 
implementation of intellectual property standards of protection and enforcement that go beyond 
those contained in TRIPS, These objectives, which have come to be known respectively as 
"TRIPS implementation" and "TRIPS plus,’ reflect the concerns of U S. industry about the 
substantive deficiencies and long transition periods of the TRIPS Agreement. They also 
recognize the emerging nature of technological developments and the need for infellectual 
property protection to keep pace with the blistering velocity of technological change in order to 
ensure the continued competitiveness of U.S. industry in the world market place. The issue 
before this Subcommittee today-TRtPS implementation in the context of the Singapore 
ministerial meeting-is thus but one consideration in the ongoing drive of U.S. industry to gain 
improved worldwide intellectual properly protection and enforcement. 

In its March 13th testimony, the IPC suggested a tripartite approach to gaining improved 
intellectual property protection abroad. The approach had multilateral, bilateral and regional 
dimensions, each of which was aimed at particular countries and sets of intellectual property- 
related issues. Many of these issues went beyond TRIPS implementation. Given the focus of 
today's hearing on the Singapore ministerial, however, I will limit my analysis to how WTO 
procedures may be used to gain the proper and timely implementation of the TRIPS 
Agreement. 

WTO-Based Strategy for TRIPS Implementation 

In initiating TRIPS-related consultation and dispute settlement cases against Japan, 
Portugal, India and Pakistan, the Administration has already demonstrated its willingness to use 
the WTO procedures against countries that fail to conform their national laws and regulations to 
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their TRIPS obligations. The IPC commends the Administration for taking these actions. WTO- 
related activities to gain the proper and accelerated implementation of the TRIPS Agreement, 
however, go beyond the use of multilateral dispute settlement procedures. A fully integrated 
WTO strategy on Intellectual property should include the following four elements: 

• WTO Action Cases that involve the launch of consultation and dispute settlement cases 
under the TRIPS Agreement. Developed countries-such as Japan and Portugal-and a 
number of developing countries with violations of TRIPS articles that are not subject to 
any transition periods-such as India and Pakistan-would be subject to these action 
cases. Another group of countries-oveiiooked in the current debate over TRIPS 
implementation-would also be subject to these action cases. For example, the IPC 
believes that some of the former socialist countries in Central and Eastern Europe are 
not eligible for the Article 65.3 transition period and, therefore, come under WTO 
discipline. As opposed to the self-elected delay permitted developing countries under 
TRIPS Article 65.2, which does not provide any guidance or criteria for eligibility, the 
delay in TRIPS implementation for those countries covered by Article 65.3 is far from 
automatic. The five year delay only applies to a country that meets the following three 
criteria: 


• In the process of transformation from a centrally-planned into a market, free 
enterprise economy: 

• Undertaking structural reform of its intellectual property system; and 

• Facing special problems in the preparation and implementation of its intellectual 
property laws and regulations. 

A number of these countries-such as Poland-had enacted relatively good patent 
laws prior to the conclusion of the TRIPS Agreement and it is, therefore, highly 
questionable whether they are eligible for the five-year delay under Article 65.3. Their 
intellectual property protection and enforcement, however, fall short of TRIPS in some 
important respects and we, therefore, urge the Administration to pursue WTO action 
cases against these countries. 

• WTO Adherence for those newly industrializing countries (NICs) with TRIPS- 
inconsistent standards of protection and enforcement. Because of their advanced stage 
of economic development, NICs. such as Israel, Argentina and Singapore, should 
properly be subject to full TRIPS obligations without the additional transition periods 
permitted developing countries. WTO consultation and dispute settlement cases should 
be instituted against these countries, which, we can expect, will initially oppose our WTO 
complaint on the grounds that they are developing countries. 

• WTO TRIPS Acceleration for those countries that are not yet subject to the full WTO 
dispute settlement process. Nevertheless, full use of the WTO consultation procedures 
found or alluded to in TRIPS Articles 63. 67, 68 and 69 should be part of the menu of 
actions that should be considered vis-a-vis these countries. 

• WTO Accession for all countries that are current or future candidates for WTO 
membership that would be contingent on the immediate implementation of all TRIPS 
obligations and outstanding bilateral commitments to the United States at the time of 
accession without any excessive transition periods. This approach would also extend to 
the use of OECD accession for current or ftjture candidates for membership to that 
organization as a lever to gain the immediate implementation of, at a minimum, TRIPS 
obligations. 

Taken together, these four approaches form the basis of a coherent and broad strategy 
within the WTO to gain improved intellectual properly protection abroad through the proper and 
accelerated implementation of the TRIPS Agreement. To succeed, such a WTO-based 
strategy will require close international cooperation, especially between the United States and 
the European Union (E.U.). 

E.U. - U.S. Cooperation 

The close cooperation that was developed between U.S. and European industry during 
the TRIPS negotiations and that has continued into the implementation phase results from the 
shared perception of the benefits that industries on both sides of the Atlantic will gain from 
improved intellectual property protection and enforcement worldwide. Two developments that 
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ha«e taken place since the Subcommittee's last hearing reflect this cooperative spirit. The 
progress report of the Transatlantic Business Dialogue, which was released on May 23rd, 
contained specific proposals covering the wide range of intellectual property elements. With the 
release of the progress report, the two business communities provided their two governments 
with a substantive blueprint of what the governments must do in both the short and long terms 
to promote a higher level of intellectual property protection and enforcement abroad. 

A further impetus to improved Intellectual property protection was provided Just one 
week later when the European Commission and the U.S. Government sponsored the 
Transatlantic Workshop on Intellectual Property in Rome. The Rome workshop provided an 
unprecedented opportunity for representatives of U.S. and European industry to present their 
views directly to U.S. and European Commission officials on outstanding intellectual property 
issues of concern to industry on both sides of the Atlantic. Both governments welcomed the 
spirit of cooperation that generally permeated the meeting and indicated that they would be 
open to future industry approaches for similar meetings and other cooperative efforts. 
European Commission Vice President, Sir Leon Brillan, reacted to the workshop by pledging 
that the "Commission will work hand in hand with the United Stales to secure correct 
Implemenlatlon and effective enforcement by our trading partners' of the TRIPS Agreement. 

In its own way, the Commission has moved beyond "correct TRIPS implementation" 
and has given its support to "TRIPS acceleration." On October 23. 1995, Sir Leon Brittan, in a 
speech at the Trade Policy Seminar in Stockholm, raised the possibility that "developing 
countries, given adequate technical assistance, could beat the WTO deadlines for TRIPS." A 
recent ‘non-paper circulated at the request of the European Communities and their Members 
States on TRIPS and the preparations for the Singapore Ministerial Conference" outlined the 
EU’s position on TRIPS implementation: 

With regard to developing country Members, it would be desirable if more 
advanced such Members could consider to implement TRIPS in advance of the 
transitional period to which they are entitled; in any event developing country 
members should make the necessary preparations in order to have TRIPS- 
compatible legislation In place at the latest by the end of the transition period... 

With regard to new Members, the TRIPS provisions must be fully applied as of 
the date of accession 

These are reassuring statements by the European Commission. However, the United 
States will have to continue to play a leading role in ensuring concrete results on intellectual 
property in Singapore, To do so. the United States will have to quickly begin to include the 
proper and timely implementation of the Uruguay Round agreements, especially TRIPS, among 
its principal objectives for the Singapore ministerial meeting This will send a strong signal to 
both the Europeans and the rest of the WTO about U.S, intentions for Singapore with respect to 
intellectual property. 

The Intellectual Property Agenda in Singapore 

Among the positive U.S. objectives for Singapore should be, as I have already indicated, 
an endorsement by the trade ministers of the proper and accelerated implementation of the 
TRIPS Agreement. Failure to achieve this objective will not only have a profound adverse 
effect on the multilateral efforts of the United States currently underway in the WTO but will also 
call into question our regional and bilateral intellectual property efforts to gain improved 
intellectual property protection and enforcement. 

An additional U.S. abjective for Singapore should be the endorsement by the trade 
ministers of the timetable for improved intellectual property protection that is contained in the 
TRIPS Agreement itself. This is an integral part, as I have already discussed, of TRIPS 
implementation. The most relevant prospective provision is found in TRIPS Article 27.3{b), 
which calls for a review in 1999 of the exclusion of certain biotechnological inventions from 
patentability. The 1999 review was included in TRIPS at the insistence of those countries like 
the United States which supported the patentability of such inventions in order to ensure that 
the TRIPS exclusion would not become permanent. 

While the United States will hopefully come to Singapore with an intellectual property 
agenda that focuses on the attainment of positive intellectual property-related objectives, other 
countries have already signaled that they will be looking to use Singapore to advance their 
intellectual property agenda of rolling back the TRIPS Agreement. The Singapore outcome will 
be a litmus test of the future direction of Intellectual property protection and the credibility and 
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willingness of the developed countries to go to the mat for improved intellectual property 
protection worldwide. 

India and a number of other developing countries, however, have something else in 
mind for Singapore and have been using the WTO Committee on Trade and Environment 
(CTE) to pursue their agenda. In a series of non-papers, India has raised its concerns about 
the impact of the TRIPS standards on the ability of developing countries (/)to gain the transfer 
of environmentally sound technologies under multilateral environmental agreements and (//) to 
control their biological and genetic resources in order to ensure equitable sharing of any 
commercial benefits under the UN Convention on Biological Diversity. In another non-paper, 
Korea has suggested that the CTE recommend to the Singapore ministerial meeting that it 
recognize the need to clarify the relationship between the protection of intellectual property 
rights under TRIPS and the environmental objectives of the multilateral environmental 
agreements. 

These non-papers, presented ostensibly out of the legitimate concern for the protection 
of the environment and biodiversity, are in reality nothing more than direct challenges to the 
standards of intellectual property protection and enforcement contained in the TRIPS 
Agreement. Whenever India and Korea run up against a TRIPS standard that gets in the way 
of their environmental or biodivesity goals, they suggest the need to revisit the TRIPS 
standards. These suggestions include a shorter patent term, widened exclusions from 
patentability, widened grounds for patent revocation and a streamlining of the "burdensome" 
conditions limiting the issuance of compulsory licenses. The United States has so far 
effectively countered these TRIPS-roll back arguments within the CTE by demonstrating that 
the Indian and Korean environmental and biodiversity goals can be met without any relaxation 
of the TRIPS standards. It was a partnership among U.S industry, the Congress and the 
Administration that fought the battle In support of strong intellectual property protection at the 
UN Biodiversity Conference in Rio de Janeiro and continues to do so in the Conference of the 
Parties to the UN Convention on Biodiversity and the WTO CTE. It is critical that there not be 
any slippage in our defense of strong Intellectual property protection and enforcement in 
Singapore. 

Finally, the United States should ensure that the Singapore ministerial does not interfere 
with the “natural demise" of the five-year moratorium on the application of the “nullification and 
impairment" provisions to TRIPS. The five-year moratorium, which unfortunately was one of the 
three changes made in the TRIPS text in the final negotiations of 1993, temporarily removed a 
multilateral procedure available to all other Uruguay Round agreements, to redress violations of 
the “spirit"-in contrast to the 'letter"-of the TRIPS Agreement. The moratorium continues to 
have the potential of adversely affecting our ability to reap any early commercial benefits from 
TRIPS in the industrialized countries for the next three and a half years. TRIPS Article 64.3 
calls on the TRIPS Council to examine the nullification and impairment issue and submit its 
recommendations to the WTO Ministerial Conference. The moratorium, however, can only be 
extended by a unanimous vote of the WTO Ministerial Conference, 

Under a TRIPS regime that includes a nullification and impairment provision. WTO 
member countries must provide not only high standards of intellectual property protection and 
enforcement but must also provide for the full enjoyment of the expected commercial benefits. 
Some WTO members with current weak intellectual properly regimes will be tempted to limit the 
enjoyment of the commercial benefits as they assume their TRIPS obligations. The demise of 
the five year moratorium will plug a major loophole In the system of intellectual property 
protection envisaged under the TRIPS Agreement. 

Conclusion 

A strong intellectual property statement in Singapore is essential to the continued 
pursuit by the United States of strong intellectual property protection and enforcement abroad. 
To be effective, the statement should: 

• Endorse the proper and accelerated implementation of the TRIPS Agreement; 

• Endorse the timely review of the current biotechnology exclusion, as called for in the 
TRIPS Agreement, with a view toward its deletion; 

• Oppose any efforts underway within and outside the WTO to weaken the TRIPS 
standards; and 
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• Avoid any action that couid be interpreted as supporting the extension of the 
application of the five year nullification and impairment moratorium to TRIPS. 

The Singapore ministerial meeting will set the future WTO trade agenda. It would be 
unfortunate if the United States and the other Quad countries, out of a desire to appear forward 
looking, were to inadvertently pull the rug out from under the implementation of the Uruguay 
Round results we all worked so hard to achieve. 

The disproportionate focus on new issues for the Singapore ministerial would perpetuate 
a misperception that the developed countries are ambivalent about the proper and timely 
implementation of the Uruguay Round agreements, especially the TRIPS Agreement. A strong 
ministerial statement in Singapore on intellectual property along the lines that the IPC has 
proposed should correct this misperception and give a critical boost to U.S. efforts to gain 
effective intellectual property protection and enforcement worldwide. 
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Chairman Crane. Thank you, Mr. Gorlin. 

Mr. Smith. 

STATEMENT OF ERIC H. SMITH, PRESIDENT, INTERNATIONAL 
INTELLECTUAL PROPERTY ALLIANCE 

Mr. Smith. Thank you again, Mr. Chairman, for inviting IIPA, 
International Intellectual Property Alliance, to address the impor- 
tance of the WTO to the copyright industries, that is, the business 
and entertainment software industries, motion pictures, music and 
recordings, and publishing. 

On this overall topic, the views of Mr. Gorlin from the IPC and 
of the copyright industries making up the IIPA are identical, so I 
need not repeat the points made by him, points which also appear 
in our written testimony. However, I do wish to emphasize a few 
points on U.S. trade policy at Singapore and what is needed by our 
industries to increase trade and create new jobs. 

Inadequate copyright protection and enforcement represent the 
copyright industries’ — one of the largest and fastest growing sectors 
of the economy — number one trade barrier. These industries con- 
tinue to lose an estimated $18 to $20 billion annually to copyright 
piracy around the world. These industries have become increas- 
ingly globalized, with over half of their overall revenues and job 
^owth due to international trade. The fastest growth is occurring 
in countries which are not generally classified as developed. These 
developing countries account for 60 percent of our economy’s losses 
due to piracy. 

Already, the copyright industries and other IPR-based industries 
are growing faster than the economy as a whole, and in the case 
of the copyright industries, close to three times faster. As we move 
into the digital age, Mr. Chairman, the opportunities for growth 
will expand, but so will the piracy threat. If we are to remain com- 
petitive, if we are to move our economy into the 21st century, we 
must ensure that the climate for trade in copyright-based products 
is conducive to continued strong growth. 

The most effective way to do this is to undertake aggressive and 
immediate implementation of the most important multilateral 
agreement yet written for our industries — the TRIPs Agreement. 
Implementation at all levels, even of just the enforcement provi- 
sions of the text, by our trading partners, will make an enormous 
difference in the revenues generated and jobs created back home 
by our companies. 

Implementation just is not as sexy as focusing on new issues, but 
it is implementation that will bring the gains we need. For these 
reasons, implementation must be the highest priority of the U.S. 
Government at Singapore. We recommend that the United States 
should seek to ensure, first, that the TRIPs Council report to the 
trade ministers calls for full implementation, particularly of mem- 
bers’ enforcement obligations; that the trade ministers endorse the 
full and prompt implementation and acceleration of TRIPs obliga- 
tions and the accession of new members without transition, and 
last, that the TRIPs obligations are not weakened and that the 
“nullification and impairment” remedy moratorium is not extended 
beyond the year 2000. 
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We also ask that the Congress and the Subcommittee monitor 
these developments closely and ensure that USTR and other rel- 
evant agencies continue to assert U.S. leadership in securing full 
implementation and, Mr. Chairman, that they have adequate re- 
sources to do the job properly. 

To accomplish these objectives in Singapore, the United States 
must have allies. The EU has indicated publicly its support for 
strict and accelerated implementation. Our capable negotiators 
should take up that offer now. If the EU and the United States act 
together, the gains will be very significant. We and they have iden- 
tical interest in this important area of intellectual property protec- 
tion. 

Finally, Mr. Chairman, we fully support the effort to conclude an 
Information Technology Agreement with the broadest possible cov- 
erage for high-technology hardware, software and other products 
and to implement fully the GATS Services Agreement, and to begin 
now the process of achieving real progress in extending commit- 
ments in the area of audiovisual services and high-technology 
services. 

Thank you very much. 

[The prepared statement follows:] 
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The International Intellectual Property Alliance 
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The Subconnruttee on Trade 
of 

The Committee on Ways & Means 
United States House of Representatives 

September 11, 1996 


Mr. Chairman and distinguished Members of the Subcommittee; 

I am Eric H. Smith, President of the International Intellectual Property Alliance 
("IIPA"). We greatly appreciate the opportunity to once again present the views of the 
copyright-based industries on the critical subject of the World Trade Organization (WTO). 

We have had the honor of presenting our views to the Subcommittee on WTO-related 
topics on four previous occasions. Most recently, in March, 1996, we highlighted the 
importance of effective implementation of the TRIPS agreement (Trade-Related Aspects of 
Intellectual Property Rights) and the GATS (Services) agreement, and outlined strategies to 
accomplish this objective. The upcoming Singapore Ministerial offers an important 
opportunity to advance this crucial goal. 

The nPA is a coalition of eight trade associations that collectively represent the U S. 
copyright-based industries — the motion picture, music and recording, business and 
entertainment software and book publishing industries IlPA's member associations are: 

American Film Marketing Association (AFMA); 

Association of American Publishers (AAP); 

Business Software Alliance (BSA); 

Information Technology Industry Council (ITl); 

Interactive Digital Software Association (IDSA); 

Motion Picture Association of America (MPAA); 

National Music Publishers' Association (NMPA); and 
Recording Industry Association of America (RIAA). 
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The Singapore Ministerial will provide a critical opportunity to solidify and deepen 
one of die most signal achievements of the Uruguay Round that gave birth to the WTO: the 
TRIPS agreement. TRIPS is the first enforceable set of worldwide standards both for 
protection of intellectual property, and for practical judicial and admmistrative enforcement 
of those protections. For this country’s copyright-based industries, the absence of effective 
protection for copyrighted products represents our number one trade bamer, alone causing 
from $18-20 billion in losses to the U.S. economy and U.S. workers annually. At the same 
time, these industries have been growing at a rate which far exceeds that of the U.S. 
economy as a whole. And they have become increasingly globalized: more than half of their 
overall revenues (and job growth) is due to international trade in these creative products. In 
short, these industries represent the leading edge of the world's high technology, 
entertainment and publishing industries and are among the fastest growing and largest 
segments of our economy.' Out of all the sectors of the U.S. economy benefitting from the 
Uruguay Round, the sector that relies on copyri^t, patent, trademark and other types of 
intellectual property protection has toe most to gain from toe effective, immediate and full 
implementation of the WTO agreement, and the most to lose if implementation of a crucial 
part of that agreement- TRIPS - is slow, spotty or superficial. 

For a decade, a strong TRIPS agreement, in combination with an aggressive use of 
important bilateral trade tools like Special 301, has been at toe forefront of the trade policy 
agenda of toe U .S. copyright-based industries. As we have previously testified, toe pact that 
went into effect on January 1 of this year is not a perfect agreement, but it is a major 
milestone in the effort to raise world standards for toe protection and enforcement of 
intellectual property rights. The Singapore Ministerial offers toe first opportunity for the 
trading nations of toe world - at the trade minister level - to assess progress toward those 
goals in the first year of the TRIPS agreement, and to map out an agenda for aggressive 
implementation of TRIPS standards in the year ahead. 

To develop an effective approach to TRIPS implementation in Singapore, the U.S. 
must have a clear set of objectives and strategies. IIPA has joined with our colleagues in the 
IPC to urge that such an approach must contain four critical elements. We call them the “4 
A’s”: 


‘In a report released on February 16, 1995 entitled "Copyright Industries in the U.S. 

Economy: 1 977-1993" which was prepared for the IIPA by Economists Incorporated, we outlined 

the importance of these industries to the U.S. economy. For example, 

■ The core copyright industries accounted for $238.6 billion in value added to the U.S. 
economy, or approximately 3.74% of the U S. Gross Domestic Product (GDP) and the total 
copyright industries accounted for $362.5 billion in value added, or approximately 5 .69% of 
GDP (in real 1993 dollars) 

■ The core copyright industries enjoyed more than twice the growth rate of the economy as a 
whole between 1991 and 1993 (5.6% vs. 2.7%). 

■ Employment in the core copyright industries grew at close to four times the employment 
growth in the economy as a whole between 1988 and 1993 (2.6% vs. 0.7%). 

■ Between 1977 and 1993, employment in the core copyright industries doubled to 3 million 
workers, about 2.5% of total U.S. employment. Over 5.7 million workers were employed by 
the total copyright industries, about 4.8% of the U.S. work force, in 1993. 

■ The core copyright industries contributed at least an estimated $45,8 billion in foreign sales 
to the U.S. economy in 1993, approximately an 1 1 .7% gain over the $41.0 billion contributed 
in 1992. The copyright industries are second only to motor vehicles and automotive parts 
among U.S. industries in terms of estimated foreign sales and exports. 
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■ commencing WTO actions against non-complying countries by means of 
dispute settlement proceedings; 

■ insisting on immediate adherence to TRIPS obligations by the so-called 
“newly industrialized countries” (NlCs) and other countries that do not qualify 
for taking a transition period; 

■ pressing for acceleration of TRIPS implementation by developing countries 
that do qualify for transition periods, and 

■ insuring that, in negotiations for WTO accession by non- WTO members, new 
members arc required to fully implement TRIPS, without transition, by no 
later than the date of accession. 

Actions in the WTO: First, the U.S. must work within the WTO to enforce those TRIPS 
obligations which have already come into effect, in most cases on January 1, 1996. For 
developed countries, all the copyright law and enforcement obligations are now operative. 
For all other countries, the national treatment and MFN obligations of Articles 3 and 4 are 
in effect, even if transition periods apply for odter substantive and enforcement obligations. 

The task of assessing compliance with TRIPS by these countries will not be easy. 
Fortunately, the TRIPS Council — the institutional mechanism established within the WTO 
for TRIPS implementation ~ is already hard at work. Led by the U.S. government, the 
Council spent a week last July in detailed discussion of the compliance of the developed 
countries with their substantive copyright obligations in TRIPS. The Council has also 
established a calendar for formal review of other aspects of the TRIPS Agreement, including 
the crucial area of enforcement. Unfortunately, the TRIPS Council review of all elements 
of TRIPS will not be completed until well into 1997, which spotlights the importance of 
early U.S. govenunent engagement with countries that fail to comply with either their 
substantive or enforcement obligations. This engagement must be both bilateral and 
multilateral including bringing dispute settlement cases where warranted. 

In view of the crucial importance of using the dispute settlement and the Council 
process to leverage improvements in protection, we urge Congress to keep a watchful eye 
on these developments. We also ask you to ensure that USTR and other agencies involved 
have adequate resources to do the job properly. 

This first stage of TRIPS compliance will inevitably be controversial. Many 
developed countries, for example, have been members of the Berne Convention (which forms 
to basis of most of the substantive copyright obligations in TRIPS) for many decades; 
Western European countries have belonged to Berne for more than a century. A public, 
international discussion of their levels of compliance with their Berne obligations may strike 
some of them as uncomfortable or even inappropriate. But that is exactly why the TRIPS 
agreement was so essential. The high levels of protection guaranteed by Berne were almost 
totally unenforceable - until now. We must not flinch from a rigorous examination of 
compliance with Beme obligations, and with the other key "Beme-plus" elements of TRIPS 
(like full protection for sound recordings), and we must be prepared to confront those 
developed countries that have not yet shouldered the obligations that they became subject 
to almost a year ago. to that regard, we applaud USTR for its leadership in bringing Japan 
to dispute settlement because of its failure to meet its TRIPS obligation to protect pre- 
existing sound recordings, and urge them to see this case through to a successful conclusion. 
By the same token, the U.S. caimot turn a blind eye to the fact that some of our other major 
trading partners have not yet fulfilled their TRIPS obligations, especially in the field of 
enforcement. At the Singapore Ministerial, the U.S. must send the message that these 
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shortcomings cannot be tolerated, md that a failure to correct them will compel us to bring 
other developed countries into the dispute settlement process. 

Adherence to TRIPS Obligations by All Developed Countries: The second major 
area of the U.S. TRIPS agenda involves countries which are shirking their responsibilities 
to take on TRIPS obligations immediately by relying on transitional provisions to which they 
are not entitled. A handful of countries, including Korea, Israel, Singapore, B^ain and 
UAE qualify, by any objective measure, as developed countries, and yet are grasping at the 
fig-leaf of developing country status in order to excuse their non-compliance with TRIPS 
obligations. Several of these countries refused even to participate in the question and answer 
process at the TRIPS Council on the grounds that WTO had no jurisdiction to inquire into 
their fulfillment of die substantive and enforcement obligations of TRIPS until the year 2000. 
While we recognize that the WTO permits member countries to “self-designate” &eir status 
with regard to the main transitional provisions of TRIPS, these decisions are subject to 
dispute settlement and abuse of this right should not be tolerated or suffered in silence. At 
Singapore, the U.S. must make it clear that it expects these countries to do the right thing by 
their trading partners, and that if they do not, the U.S. is prepared to invoke the dispute 
settlement process, in an appropriate case, to compel them to do so. Also at Singapore, the 
U.S. should join with other developed countries to make the case to all countries that TRIPS 
levels of intellectual property protection and enforcement will benefit their local economies, 
and particularly their local copyright-based creators — publishers, record companies, 
songwriters, performers, software developers and film, video and TV producers along with 
their upstream and downstream supporting entities — as much as, if not more than, it will 
benefit foreigners. 

Acceleration of TRIPS obligations: The third major objective of U.S. policy on 
TRIPS implementation involves the bona fide developing countries within the WTO 
membership. The U.S. policy is already clearly stated in the Uruguay Round Agreements 
Act (URAA): we should work to accelerate the full compliance of developing countries with 
TRIPS, in advance of the January 1, 2000 deadline. The U.S. has already shown that it is 
prepared to roll up its sleeves and help these countries , through technical assistance and loan 
of experts, to achieve this acceleration. (Indeed, this will be the main topic at the TRIPS 
Council meeting later this month.) For our part, the copyright industries are already fully 
engaged in helping to draft and critique laws and regulations to bring them into compliance 
with TRIPS, and in training police, prosecutors, judges and other officials to enforce those 
laws. 


The importance of this policy objective — endorsed by the Congress in the URAA -- 
must not be underestimated. IIPA estimates that 60% of the losses suffered by the U.S. 
economy due to copyright piracy occur outside the “developed” world. It is here that 
markets for copyrighted materials are developing the fastest. While the full WTO 
membership, owning to political consideration, ultimately allowed certain countries to 
choose to delay the implementation of TRIPS obligations, the U.S. should not permit that 
privilege to be abused by permitting open and wholesale theft of U.S. products embodying 
intellectual property. Developed countries should seek to persuade these countries that it is 
not in their interest to condone such theft as a matter of their own domestic economic 
development. In addition, the U.S. should make use of all “carrots and sticks” at our disposal 
to back this up. In this regard, we applaud the leadership exercised by this Committee to 
obtain approval of the GSP renewal legislation. Unilateral trade benefits extended to 
countries provide leverage to ensure that they do not unreasonably close their markets to U.S. 
trade, through piracy or otherwise. 

WTO Accession: The final policy objective concerns accession by countries that are 
not yet members of WTO. These include major trading nations Idee China, Russia and 
Taiwan and other important countries like Saudi Arabia where piracy remains high. For the 
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success of WTO and the world trading system, wc must strive to bring these nations into the 
organization as expeditiously as possible. But we must also make the price of admission 
perfectly clear. With regard to intellectual property rights, that admission price must include 
full compliance with all TRIPS obligations upon the date of accession without transition. 
None of these countries should be under any illusions that it can enter the WTO without 
being in a position to shoulder all its responsibilities for the protection of intellectual 
property rights. 

Fortunately, the U.S. government has taken this position so far in its accession 
negotiations. But there will be strong counter pressures to compromise, particularly with 
countries like Russia, China and Saudi Arabia. Make no mistake: these countries do not 
need a transition period. They san meet TRIPS standards before they accede, and they 
should do so. The U.S. policy should be clear and unequivocal. We urge Congress and this 
subcommittee to insist that this remain firm U.S. policy. 

The U.S. position on TRIPS at die Singapore Ministerial must be based on these four 
interrelated policy elements. The U.S. should first make a maximum effort to ensure that the 
report of the TRIPS Council calls for full implementation of all substantive copyright 
obligations discussed at the July TRIPS Council meeting. It should then work vigorously for 
endorsement by the trade ministers of a declaration on prompt and full implementation and 
acceleration of TRIPS obligations. Ministers should be asked to endorse the U.S. position 
on accession by non- WTO members, a position which Leon Brittan of the EU has said 
publicly that he agrees with. This declaration should emphasize that the enforcement 
obligations in the text are critical elements of WTO member compliance. 

These broad overall policy objectives, though not in precisely the same terms, have 
been endorsed by the intellectual property-based industries in both the U.S. and Europe in 
the recent (May 1996) interim report of the Transatlantic Business Dialogue (TABD). The 
U.S. and EU industries have gotten together on a common set of recommendations to their 
governments in this area because they recognize how important it is for the world’s two 
largest trading blocs to work together to halt the scourge of piracy worldwide. The TABD 
report deals not just with TRIPS implementation, but also with further improvements in 
intellectual property protection designed to take us into the 21st century. 

We hope that through the impetus of joint private sector actions, such as the TABD 
process, we can convince the European Union to join with our own government to cooperate 
in Singapore and in other fora on this critical implementation process. This effort got off to 
a good start last May when the European Commission and the U.S. government jointly 
sponsored the “Transatlantic Workshop” on “Intellectual Property Rights in the Framework 
of the Joint EU - U.S. Action Plan” in Rome. While it is too early to tell what cooperative 
actions might be taken by the two governments, both the EU and the U.S. have virtually 
identical interests in seeing prompt TRIPS implementation. If the two blocs were to get 
together, both rhetorically and in terms of cooperating in dispute settlement, the possibilities 
for major economic gains are enormous. In the time remaining before Singapore, effort 
should be made to ensure that this cooperation is further cemented and a common TRIPS 
agenda for Singapore crafted. 

Other TRIPS related issues, including threats to weaken the non-copyright standards, 
will be mentioned by my IPC colleague. One of these - the five year moratorium on the 
traditional “nullification and impairment” remedy — is, however, worth stressing. This 
moratorium will expire in the year 2000 unless extended. While we know of no overt 
attempt as yet to extend the moratorium, if raised in Singapore, the U.S. should strongly 
oppose. This remedy permits WTO members to attack violations of the “spirit” of the text, 
as opposed to its legal “letter,” to go after the denial of commercial benefits which were part 
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of the bargain made in the negotiations but which may not violate a specific provision of the 
text. 


Finally, beyond TRIPS, let me briefly mention two oflter areas which have significant 
implications for many of the copyright industries: 

First, concluding the Information Technology Agreement (ITA) must be a key item 
taken up at the Ministerial, The U S. should push for an agreement that puts on the glide 
path to zero the tariff rates on the broadest possible range of computer hardware, software 
and other copyrighted products in digital format. 

Secon4 the U S. should push for implementation of the GATS (Services) agreement. 
The computer services and software industries were able to obtain commitments from many 
countries in this area and their implementation must be ensured. The filmed entertainment 
industry, however, received commitments from only 14 countries and effort must be made, 
through immediate preparation for the new round of market access negotiations envisioned 
in GATS to begin in the year 2000, to extend coverage for this critical U S, industry. This 
effort should focus on obtaining significant commitments in audiovisual services and other 
services affected by rapidly changes in technology and the convergence among all the 
information and entertainment industries. 

Mr. Chairman, your subcommittee will be hearing a lot today about the new directions 
for WTO that must be set in Singapore. There are many important areas which must be 
brought under WTO disciplines if the full potential of broader world trade is to be realized 
Yet the U S. should take care not to focus only on the inclusion of new agenda items in the 
WTO process (or for that matter only on “built-in” agenda items) whether in Singapore or 
otherwise. Negotiation resources are limited. It will take considerable effort to ensure that 
existing obligations — like TRIPS - are implemented promptly and effectively. We do not 
ask that these areas be ignored, only that a balance be achieved, 

TRIPS has set a floor, a lowest common denominator of I PR protection which all 
trading nations must meet. That is a huge accomplishment, but it is not enough. The floor 
must be raised as new technology spawns not only new forms of production and distribution 
of copyrighted works, but also new and virulent forms of copyright piracy But as WTO 
members discuss ambitious plans for new negotiations in new areas, the U.S. must ensure 
that the implementation of existing agreements is given full time and attention. Prime among 
these is TRIPS. The US must go to Singapore determined to translate the promise of this 
central achievement of the Uruguay Round into reality. This challenge should be at the top 
of our country's agenda for Singapore. 
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Chairman Crane. Thank you, Mr. Smith. 

Chairman Crane. Henson, I have a question for you and Mr. 
Romig. Do you believe that the administration’s response to the EU 
eco-labeling scheme has been sufficient, and if not, what would you 
change? 

Mr. Moore. Mr. Chairman, the government has been working 
with us very strongly, including USTR, Commerce, State and EPA. 
The U.S. Government has even issued a super-301 citation. There 
has even been discussion of it at the summit level. But in spite of 
all of this, the EU in July decided to adopt eco-label criteria that 
essentially favor European products against those produced in this 
country without any increased protection for the environment. 

I think our government is doing just about everything it knows 
how to do. It needs to move to this level at Singapore. That is the 
next thing it needs to do, and whether they will or not, we do not 
know. 

So that, Mr. Chairman, if I had to ask our government to do any- 
thing further, it would be to take this up at Singapore and to be 
sure, as you will hear a subsequent panel discuss today, that we 
see to it that we seek ministerial language which would tighten ex- 
isting disciplines and incorporate concepts which have proven use- 
ful here in the United States in preventing fraudulent advertising 
and consumer deception. Our FTC guidelines which we follow in 
the United States on eco-labeling ought to be the kind of thing we 
have internationally, and that is not what the Europeans have 
come up with. 

Chairman Crane. Do you have anything to add to that, Mr. 
Romig? 

Mr. Romig. Just simply the general principle that eco-labeling 
and other devices should not be used as fronts for restraining trade 
or favoring European products over American products. 

Chairman Crane. Thank you. 

Mr. Rangel. 

Mr. Rangel. To the gentlemen who are as concerned as I am 
with the outrageous violation of our intellectual property rights, 
what remedies do you suggest except our protesting what they do? 

Mr. Gorlin. I think that there are different remedies that we 
can prescribe. First, if the offending country is a developed country, 
then it is already under the discipline of the WTO TRIPs Agree- 
ment. We should continue to do what the administration has al- 
ready done in a number of cases, and we commend them for it, 
which is to bring dispute settlement cases against these developed 
countries. Countries that call themselves developing countries are 
at this point, immune from WTO, and we believe that the U.S. 
should be using all the regional and bilateral pressure that it can 
exert to get these countries to improve their intellectual property 
protection, including the use of section 301. 

Mr. Rangel. Are you satisfied with the agreements that were 
reached with China? 

Mr. Smith. The China agreement covers principally copyright 
and trademark, so I will answer that. Yes, we are. Obviously, it is 
going to take some additional time before the Chinese are in a posi- 
tion to fully implement the agreement, and that is something for 
which we have pressed very hard, along with USTR. 
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The agreement that was entered into in June — the report that 
was issued we were very supportive of. It did not answer all the 
issues by any means, but the Chinese appear to be moving forward 
slowly, and if we keep the pressure on them, I think we will see 
that market open up in the next year or so. 

Mr. Rangel. Mr. Smith, could you be a little more specific in 
terms of sanctions or reactions that we could have with those coun- 
tries, developing or developed, that constantly ignore our warnings 
not to violate the intellectual property rights? 

Mr. Smith. We have a powerful set of tools available. Taking a 
country that is now a member of the TRIPs text, or bound by the 
TRIPs text, to dispute settlement is a very powerftil tool, and it has 
already worked in a number of cases to back down countries that 
have insisted on doing things that are not in compliance with the 
agreement, and USTR has done that. 

There are other bilateral tools, as Mr. Gorlin has said — there is 
special 301, there is withdrawing unilateral trade benefits — that 
we can and should use aggressively to keep those markets open to 
these critical products. 

Mr. Gorlin. I think there is one other leverage that we have. 
There are many countries, such as China that are not yet members 
of the World Trade Organization, and that are applying for acces- 
sion. Also, a number of countries are applying to the OECD. I think 
we should make accession to these international organizations con- 
tingent on, at a minimum, their immediate implementation of 
TRIPs. The TRIPs standards include standards not only of protec- 
tion but also of enforcement and we must work with them to en- 
force the intellectual property standards as well. So, I think we 
have very good leverage against a good number of countries who 
are interested in joining these international organizations. 

Mr. Rangel. Well, it has been my experience that when we talk 
about doing those, we are led to believe that the adverse economic 
effects of retaliations are far more severe than our losses. 

Mr. Gorlin. That is a question we always ponder, the question 
of the credibility of our threats. On the other hand, we must work 
with these countries to help them improve their intellectual prop- 
erty protection, wherever we do have leverage against their coun- 
tries, we should use it. I already indicated that we have leverage 
against countries that want to join the WTO. The annual special 
301 review and announcement provide additional leverage as many 
countries come to the table, with improved intellectual property 
protection and enforcement in anticipation of the announcement. 

Mr. Rangel. Are you satisfied that your country is sufficiently 
aware of this problem and maintains it as a priority? 

Mr. Gorlin. I am sorry — this country? 

Mr. Rangel. Yes. 

Mr. Gorlin. Yes. We seek to inform the country 

Mr. Rangel. But are you satisfied with our position as relates 
to this very important subject? 

Mr. Gorlin. I think more can be done, especially in terms of the 
signals that we as a country send to offending countries. I believe 
that one of the counterproductive signals that we are currently 
sending on the questioned implementation of the TRIPs Agreement 
is that we have not included TRIPs implementation on a key U.S. 
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issue or objective for Singapore. While we are already looking at 
the next generation of issues, and we have failed to focus on the 
proper accelerated and timely implementation of the TRIPs 
Agreement. 

Mr. Rangel. Thank you. 

Thank you, Mr. Chairman. 

Chairman Crane. I want to thank all of you for your anticipation 
and remind you to please communicate on a continuing basis with 
us. We need your input and appreciate your endurance. 

With that, I would like to call up our next panel, made up of rep- 
resentatives in the textile and agriculture industries, Julia Hughes 
is chairman of the board of the U.S. Association of Importers of 
Textiles and Apparel, Carlos Moore is executive vice president of 
the American Textile Manufacturers Institute, Richard Krajeck is 
vice president of the U.S. Feed Grains Council, and Dalton Yancey 
is executive vice president of the Florida Sugar Cane League and 
Washington representative of the Rio Grande Valley Sugar 
Growers, Inc. 

Since it is appropriate for ladies to go first, Ms. Hughes, you are 
first to make your presentation. 

STATEMENT OF JULIA K. HUGHES, CHAIRMAN, U.S. 

ASSOCIATION OF IMPORTERS OF TEXTILES AND APPAREL 

Ms. Hughes. Thank you very much, Mr. Chairman. 

We appreciate the opportunity to share the views of the USAJTA, 
U.S. Association of Importers of Textiles and Apparel. As you 
know, our association represents more than 165 members involved 
in the textile and apparel business. Member companies account for 
over $44 billion in U.S. sales annually and employ more than one 
million American workers. 

These are good jobs in production, design, freight forwarding, dis- 
tribution, sales, and other services. Our ability to respond appro- 
priately to consumer demand and thereby maintain and increase 
our competitiveness in the world market is very much dependent 
upon U.S. textile and apparel trade policy. 

The importance of textile and apparel trade both to importing in- 
dustrialized countries like the United States and to the exporting 
countries is unquestionable. So, of course there is no question that 
trade in textile and apparel should have a place on the agenda at 
the Singapore Ministerial. 

The Ministerial is an important opportunity for an assessment of 
what has been achieved to date as well as what must be done to 
ensure full implementation of the letter and spirit of the obliga- 
tions of the Uruguay round a^eements. 

One basic issue for the Ministerial is to compel greater trans- 
parency regarding the decisions that affect the textile sector. 
Transparency in the WTO has been a priority for the administra- 
tion and for the Congress, as well it should be, but it has not yet 
been applied to textile issues. By transparency, we are referring 
not only to open meetings but, more importantly, to the public issu- 
ance of written decisions and recommendations that articulate the 
factors and rules considered and the reasons for the findings and 
recommendations. 
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We want to make it very clear at this hearing that USAITA does 
not advocate reopening the agreement on textiles and clothing, nor 
do we believe that the exporting nations whose manufacturers sup- 
ply many of our members advocate reopening the agreement. Rath- 
er, what we hope to see accomplished is an honest and straight- 
forward assessment of the implementation of the ATC. We hope 
that the Ministerial will provide an opportunity for all trading 
partners to reaffirm their commitment to the 10-year transition. 

However, our members are concerned that the legitimate desire 
for greater market access is being misused to criticize the textile- 
exporting nations. The United States implementation of the agree- 
ment highlights the hypocrisy of complaints that the developing 
countries have not yet opened their markets. 

USAITA supports the elimination of barriers to trade and be- 
lieves the Ministerial will be an important forum for ensuring that 
sufficient steps are taken to open the global marketplace. The Min- 
isterial clearly should press members to meet their market access 
commitments, but this is a two-way street. No country, including 
the United States, has done any more than the minimum required 
by the WTO in the area of textiles. Unless the United States is 
ready to show leadership and a commitment to progressive liberal- 
ization, no other country will act differently. We want to guard 
against the temptation to postpone market opening until the end 
of the 10-year transition. 

Textile liberalization is a litmus test for all industrialized coun- 
tries. If the United States and the European Union and Canada 
show that we are ready to face down long-term protectionism, then 
we will have the moral high ground to press other countries to ac- 
celerate access to their markets in areas such as information tech- 
nology and intellectual property rights. 

We want to mention just a few of the shortcomings that we see 
in the U.S. implementation of the agreement. First, the integration 
plans put forward by the importing nations are a disappointment. 
Technically, the schedules meet the standards set forward in the 
ATC, but as a practical matter, not one product subject to a quota 
was integrated during the first stage, and fully 93 percent of the 
trade in textiles and apparel will remain restricted for the first 7 
years of the 10-year transition. 

Second, our members are concerned that at a time when the 
number of quotas is supposed to be declining because we are mov- 
ing toward the elimination of the program, new quotas are sought. 
Under the terms of the ATC, new quotas should be initiated as 
sparingly as possible. However, since it went into effect 20 months 
ago, 30 quotas have been sought by the United States. And I beg 
to differ with Ambassador Barshefsky, but only six of those quotas 
are repeats of quotas with unfinished negotiations from 1994. 

Our third concern is about the functioning of the Textiles 
Monitoring Body. It has not worked well to date, in part Because 
it has not been able to reach consensus and in part Because there 
is no transparency in terms of release of information from their 
decisions. 

One last point is a concern about the misuse of rules of origin 
for protectionist purposes. There can be no question that the recent 
textile origin rule changes by the United States disrupted trade 
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under the agreement. Businesses are still trying to adapt, and de- 
spite a WTO legal obligation for any country initiating a change in 
the rules to hold negotiations, the United States has not granted 
compensation to affected countries, not even Europe. 

TWs disruption of the trade is a concern because other countries 
look to the United States for leadership. We do not want our trad- 
ing partners to take similar actions using rules of origin as a bar- 
rier against U.S. exports. At the very least, we hope the Ministerial 
will include a reiteration of the importance of avoiding disruption 
of trade through rules of origin and the need to make no new 
changes until the WTO and the WCO have finished their work pro- 
gram for international harmonization. 

Again, we thank you for the opportunity to share our views 
today. We believe this is an important issue for the agenda and 
would be pleased to answer any questions. 

[The prepared statement follows;] 
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TESTIMONY OF JUUA K. HUGHES 
CHAIRMAN, 

U.S. ASSOCIATION OF IMPORTERS OF TEXTILES AND APPAREL 


Good morning. The U.S. Association of Importers of Textiles and Apparel, USA- 
ITA, appreciates this opportunity to express its views on the agenda for the Singapore 
Ministetial meeting on the World Trade Association. I am Julia K. Hughes, chairman 
of the Association. 

USA-ITA is an eight-year old association with more than 165 members involved 
in the textile and apparel business. USA-ITA members source textile and apparel 
products both domestically and overseas. Our members include manufacturers, 
distributors, retailers, and related service providers, such as shipping lines and customs 
brokers. USA-ITA member companies account for over $44 billion in U.S. sales 
annually and employ more than one million American workers. These are good jobs — 
in production, design, freight forwarding, distribution, sales and other services — well 
paying, skilled jobs that Americans want to have. Our ability to respond appropriately 
to consumer demand, and thereby maintain and increase competitiveness in the world 
marketplace, and expand the number of good jobs in the United States, is very much 
dependent upon U.S. textile and apparel trade policy. 

The importance of textile and apparel trade, both to importing, industrialized 
countries like the United States, and to exporting, developing countries is unquestionable. 
There also can be no question that trade in textiles and apparel must have a place on the 
agenda of the Singapore Ministerial. The only issue is what aspects of textiles and 
apparel trade should be included. 

From the perspective of USA-ITA, clearly there is much to be considered by the 
members of the WTO. The Singapore Ministerial is an important opportunity for 
assessment of what has been achieved to date, what multilateral commitments have been 
met, and what can and should be done to ensure full implementation of the letter and 
spirit of the obligations undertaken as part of the Uruguay Round Agreements. 

USA-ITA does not advocate re-opening the Agreement on Textiles and Clothing, 
the ATC, as part of the Singapore Ministerial. Nor do we believe that the exporting 
nations whose manufacturers supply many of our members advocate re-opening the ATC. 
Rather, what we want to see accomplished as part of the Singapore Ministerial is an 
honest and straight forward assessment of the implementaUon of the ATC in the almost 
two years since the ATC went into effect, an assessment that notes and takes into account 
both the shortfalls and accomplishments. We hope that the Ministerial will provide an 
opportunity for all trading partners to reaffirm their commitment to take appropriate and 
corrective actions to ensure that the ten-year transition is beneficial to all parties and that 
the ultimate objectives of the Agreement can and will be met within that time frame. 

Specifically, USA-ITA sees the following short-comings in the implementation of 
the ATC; 


Integration 

First, the integration plans put forward by the importing nations leave much to be 
desired. Within the context of the ATC, integration means moving products from rules 
that permit unilateral safeguard actions to restrict trade on fairly traded goods, without 
requiring compensation to the restricted party, to normal GATT rules, which require 
compensation in those instances when a safeguard, or trade restriction, is imposed on 
fairly traded goods. Under the ATC, all textile and apparel products are supposed to be 
gradually integrated into normal GATT rules through a three stage process. 
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While technically it can be asserted that the schedule put forward by the United 
States for moving textile and apparel producu out of the quou program and into normal 
GATT rules meets the minimum standards set forth in the ATC, as a practical matter, 
that schedule is a considerable disappointment." So, too, for that matter, arc the initial 
schedules put forwaid by the European Union and Canada. However, only the United 
States has announced its schedule for alt three stages over the full 10 year transition 
period: both the EU and Canada have deferred consideration of the second and third 
stages of integration until closer to the date of implementation of those stages. 

Under the first stage of integration, which went into effect on January 1 , 1995, not 
one product subject to a quota under the Multifiber Arrangement has been integrated into 
normal GATT rules. The U.S. was able to avoid integrating any quota products because 
the ATC expanded the scope of products subject to its terms. Tlius, the first stage of 
integration, which ostensibly accounted for 16 percent of the trade covered by the ATC, 
included only products that had been outside the quota program and were never likely to 
have been considered sensitive or vulnerable to the imposition of quotas. The U.S. 
scheduled integration for stage two, which begins on January 1, 1998, which will cover 
another 17 percent of the trade within the scope of the ATC, will include only 6.8 percent 
of the products that have been subject to quotas under the MFA and have continued to 
be subject to quotas under the ATC. That means that during the first seven years of this 
10 year transition, fully 93 percent of the trade in textiles and apparel will remain 
restricted. 

In all, based upon the integration schedule for the U.S., which is now set in stone 
and cannot be altered except by an act of Congress, only 1 1 percent of the apparel subject 
to quotas on December 31, 1994 will be removed from the quota program before the end 
of the 10 year integration period. Fully 89 percent of the quotas on clothing will remain 
in place until January 1, 2005. 

Clearly, this is not a gradual or progressive schedule. It is a schedule that appears 
intended to avoid the spirit of liberalization envisioned by the drafters of the ATC, and 
that could well undermine the ultimate success of the ATC. Thus, it is appropriate for 
the Singapore Ministerial to look closely and critically at this process, to consider what 
could be done to improve the integration process to ensure its faithful implementation, 
and to reiterate and reinforce the fact that the ultimate objective is an end to differentiated 
and discriminatory treatment of textile and apparel products at the completion of the 10 
year transition program. 

Abuse of the Transitional Safeguard Mechanism 

Second, USA-ITA is concerned that at a time when the number of quotas is 
supposed to be declining because we are moving toward elimination of the textile restraint 
program, new quotas are being sought. Under the terms of the ATC, safeguard actions 
are supposed to be initiated 'as sparingly as possible.* Instead, in the United States at 
least, calls for consultations to establish quotas under the ATC have continued on a 
'business as usual* basis. In some ways, it seems as though the U.S. Government 
believes the MFA still lives. In the 20 months since the ATC went into effect, the U.S. 
has sought to establish 30 new quotas, of which 25 were aimed at the trade of WTO 


" USA-ITA notes that the United States chose to maintain all specific limits, or quotas, 
in place on Derxmber 31, 1994 when the Uruguay Round Agreements went into effect 
on January 1, 1995. Thus, some 1,000 quotas are in place today. In addition, as is 
discussed elsewhere in this testimony, the United States has sought to establish 30 more 
quotas since the ATC was implemented. 
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members. While more than half of these quotas ultimately were dropped by the United 
Slates, the process has been extremely disruptive to the trade, and clearly contrary to the 
spirit of the ATC. It is appropriate, therefore, that the Singapore Ministerial examine the 
use of the ATC safeguard mechanism and the impact the high level of reliance on 
safeguards has had on the liberalization process. Further, the Singapore Ministerial 
meeting should provide guidance on future use of such restraints in light of the objectives 
of the Agreement. 


Functioning of the Textiles Monitoring Body 

Third, and very much related to the question of whether the ATC’s safeguard 
mechanism is being appropriately relied upon, is the functioning of the Textiles 
Monitoring Body, the TMB. This group of 10 persons is charged by the ATC with 
supervising the implementation of the Agreement, examining all measures talcen under 
the Agreement to determine their conformity with the ATC, reviewing disputes between 
or among the Members, and making recommendations or findings. TTie TMB members 
are supposed to function on an ad personam basis, meaning that they should act in their 
persoiiM capacities and not as representatives of their governments.*' 

Unfortunately, the TMB process has not worked well to date. There have been 
numerous instances in which the TMB has not been able to reach consensus, and 
therefore has failed to provide guidance in situations in which disputes among the parties 
have arisen. Further, there are many matters that have been pending for a lengthy period 
of time without review by the TMB, thereby allowing non-conforming actions to stand. 
The purpose of the ATC's provision requiring automatic reviews by the TMB was to 
ensure that a formal challenge would not be necessary to have a non-conforming action 
identified and corrected. In addition, serious questions have been raised about whether 
the TMB members have been acting solely on an ad personam basis. That the question 
is asked at all undermines the credibility of the organization. 

The result is that after almost two years of functioning, the TMB has many matters 
outstanding, and others that have had to be forwarded to the Dispute Settlement Body of 
the WTO. The very fact that three textiles matters have been brought to the DSB, with 
two textile matters still pending there, after the failure of the TMB to successfully resolve 
these disputes is testimony to problems within this body. This is an extremely important 
matter that deserves attention and action at the Singapore Ministerial. The Ministers 
should assess the functioning of the TMB and provide the TMB with instructions on 
improving its performance. 


Transparency 

One way in which the Singapore Ministerial could be most effective in improving 
the functioning of the TMB would be to compel transparency in the TMB. Transparency 
in the WTO has been a matter of high priority for the Clinton Administration, as well it 
should be. As the Acting U.S. Trade Repiesentative, Ambassador Charlene Barshefsky, 
noted in July, when the WTO agreed to procedures allow most of its documents to be 
made public immediately, transparency within the WTO is a high priority objective for 
the U.S. Government because it means that we can "gain a better understanding of how 
the WTO works and the reasons underlying actions that Members take.* This idealogy 
should incorporate textile trade. 


*' The TMB seats are assigned by country. Each country or group of countries is then 
permitted to appoint the person who will serve as the TMB member. 
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The need for transparency is particularly great in the case of the TMB, and the 
Administration should extend its push for transparency to this WTO body. By 
transparency, we are referring not only to open meetings, but more importantly, to the 
public issuance of written decisions and recommendations that articulate the factors and 
rules considered and the reasons for the findings or recommendations. Cryptic two or 
three sentence conclusory statements do not provide interested persons with an 
understanding of why the particular conclusion was reached. Nor do they provide a 
useful precedent for future decisions. Rationales and precedents are especially necessary 
in the case of the TMB because the membership of the body will change on an annutd 
basis. To educate future members of the TMB and to ensure continuity and consistency, 
a solid body of precedents is essential. A mandate for such transparency in the TMB 
would be an extremely significant accomplishment for the Singapore Ministerial meeting. 

Bilateralism 

The failure of the TMB to review all actions taken to date, and the lack of 
transparency in that body, leads USA-ITA to a fifth issue that must be considered and 
expressly addressed at the Singapore Ministerial: the continuation of bilateralism despite 
ATC provisions prohibiting bilateral arrangements. Let me provide an example. In 
March 199S, the United States issued a call for consultations on cotton and man-made 
fiber underwear from Turkey, among other countries. In the case of Turkey, an 
agreement was negotiated during the course of the TMB’s review of whether the U.S. 
call was justified. However, that agreement was not limited to a quota on underwear. 
Instead, Turkey agreed to accept a quota on its underwear exports in exchange for an 
increase in its quotas on knit shins and on dressing gowns. 

While as imponers, we certainly are not going to complain that two restrictive 
quotas were enlarged thereby increasing the available trade, the fact is that this is a 
blatant example of the type of bilateralism that was supposed to be eliminated upon 
implementation of the Uruguay Round. Whether the safeguard action is justified is 
supposed to be considered on its own, and not swept under the rug based upon a deal 
affecting unrelated products and quotas. In fact, USA-ITA would argue that this situation 
actually encourages bilateralism. It does so because it tells importing countries that they 
may issue a demand for a quota in one category, whether or not a quota is necessary, and 
get that quota implemented by cutting deals covering other categories of goods. Yet, a 
year and a half after the deal was reached between the U.S. and Turkey, the TMB has 
yet to consider its legitimacy under the ATC, thereby allowing bilateralism to continue 
unchecked. The Singapore Ministerial offers an excellent opportunity for the WTO 
members to be reminded of the rules against bilateralism. 

Rules of Origin 

The sixth issue we must raise and which we believe that the Singapore Ministerial 
meeting must address is the misuse of rules of origin for trade protectionist purposes. 
As you know, as part of the Uruguay Round Agreements Act, the Congress statutorily 
mandated a major re-writing of the rules and regulations for determining the origin of 
textile and apparel products. The new rules went into effect on July 1, 1996. This 
change in practice has been extremely vexing for both manufacturers and importers, 
because it has created confusion and uncertainty and because it has required a 
restructuring of production plans. At leut two governments have been forced to 
completely re-write the rules for issuing export licenses under their Outward Processing 
Arrangements, in order to conform with the unilateral initiative by the Uitited States. In 
many instances, particularly in the area of fabrics, accessories, and home furnishings, 
where the manufacture of the raw fabric occurs in one country but all additional 
processing occurs elsewhere, restructuring of production plans really is not possible. 
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There can be no question that this action by the United States has disrupted trade under 
the Agreement. It also violated what is effectively a ‘standstill* obligation under the 
Uruguay Round Agreement on Rules of Origin. 

With regard to the ATC, USA-ITA is seriously concerned that the obligations 
undertaken under Article 4 of the ATC are not being correctly interpreted and acted 
upon. Under Article 4, there is an obligation for the country initiating a change in the 
rules to 'initiate consultations with the affected Members . . . with a view to reaching a 
mutually acceptable solution regarding appropriate and equitable adjustment.' However, 
the United States initiated no such consultations, despite the assurances by the 
Administration, in the Statement of Administrative Action that accompanied the Uruguay 
Round Agreements Act, that it would initiate consultations. Thus, in the SAA, the 
Administration asserted that it interpreted the ATC as ‘provid[ing] that any member that 
initiates an action that may [disrupt trade] must, whenever possible, initiate consultations 
with the WTO member affected with a view to reaching a mutually acceptable, 
appropriate and equitable adjustment. The Administration intends to undertake such 
consultations ... by July 31, 1993 and to conclude them as expeditiously as possible.' 

Instead, the United States now asserts that, in its view, the burden is on an affected 
Member to seek consultations and to prove that there is an adverse impact, including the 
exact extent of that impact, even though much of the necessary information is in the 
hands of the United States. It is very likely that this interpretation, and what constitutes 
an appropriate and equitable adjustment will come before the TMB for consideration - 
and if these questions are not resolved there, before a WTO Dispute Settlement Body 
panel. 


Under these circumstances, it is incumbent upon the Singapore Ministerial meeting 
to recognize the existence of this situation and to provide some guidelines for the future. 
We must remember that other countries look to the United States for leadership in trade. 
We do not want them to take similar actions, using rules of origin as a barrier to trade 
against U.S. exports. At the very least, the Singapore Ministerial must include a 
reiteration of the importance of avoiding disruption of trade through changes in rules of 
origin, and of the need to make no new changes in rules of origin except in the context 
of the Uruguay Round's work program for international harmonization of such rules. 

Market Access and Circumvention 

USA-ITA understands that some in the United States believe that if textiles is to 
be included on the Singapore Ministerial agenda, the issues should be limited to an 
assessment of the extent to which market access obligations have been undertaken and the 
extent to which exporting nations have adopted effective measures to prevent 
circumvention. While certainly these are issues within the framework of the ATC, they 
are not and cannot be the sole textile issues considered at the Ministerial. 

Let there be no question: USA-ITA supports the elimination of barriers to trade 
and believes that the biannual Ministerial meeting process will be an important forum for 
ensuring that sufficient steps are being taken to open the global marketplace, including 
the United States. Thus, clearly the Singapore Ministerial meeting should press members 
to meet their market access commitments. However, this is a two way street. Article 
7 of the ATC states that 'as part of the integration process . . . and the specific 
commitments undertaken by the Members as part of the Uruguay Round,* all Members 
shall take actions to 'achieve improved access to markets for textUe and clothing products 
through such measures as tariff reductions and bindings [and] reduction or elimination of 
non-tariff barriers. * The integration process is a gradual one, and so too will the opening 
of markets be a gradual process. 
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As USA-ITA noted earlier in this testimony, the United States already has set in 
stone that 89 percent of the integration of clothing will be postponed until the end of the 
10 year transition period. Not a single quota product will have been integrated into 
normal GATT rules by December 1996. Therefore, the United States is hardly in a 
position to argue that market access by exporting nations should be completed by the 
Singapore Ministerial." The fact is, all of the Members of the WTO need to do more 
to meet the objective of opening markets, and the Singapore Ministerial meeting provides 
an important opportunity for all to be reminded. 

The issue of circumvention of quotas also cannot be considered at the Singapore 
Ministerial in a vacuum of what the exporting nations are doing to prevent it. Three 
years ago, the United States announced a task force on transshipment that was going to 
issue recommendations for combatting the mislabeling of the origin of textile and apparel 
products. We’re still waiting for that report. But in the meanwhile, the le^timate import 
community is facing increased barriers and costs to doing business, as U.S. Customs 
takes a broad brush approach in its search for evidence of illegally transshipped 
merchandise. It is USA-lTA's recommendation that the Singapore Ministerial meeting 
should remind Members that the prevention and detection of fraudulent trade is a 
legitimate objective, but that such efforts should be directed at individual actions, not all 
trade, and should be accomplished through maximum use of existing laws and not through 
a lowering of standards of evidence that allows mere allegations to justify unrelated trade 
restrictive actions. The obligation and standards for avoiding circumvention are clearly 
set forth in Article 5 of the ATC, and it is appropriate for the Singapore Ministerial 
meehng to remind Members of its existence and the importance of adherence to it. 

Conclusion 

Obviously, based on these remarks, there is much about the area of textiles and 
apparel that should be addressed during the course of the Singapore Ministerial meeting. 
In less than two years, many issues have arisen in this sector, and unless they addressed 
at this important point, many mote problems will surely face the next ministerial meeting. 
Perhaps even more significantly, with a successful Singapore Ministerial meeting, one 
that takes on these matters and provides a basis for a smooth and multilaterally beneficial 
transition, we can assure a net increase in good jobs and benefits to U.S. consumers, and 
strengthen the U.S. economy. 

USA-ITA thanks the Subcommittee for this opportunity to present its views and 
would be glad to answer any questions you have. 


CI74I1S4.WSI 


" To those would argue that the ATC’s provision for "growth on growth’ has already 
provided a means of liberalization that began with the implementation of the Uruguay 
Round, let us remind them that the United States, in anticipation of that obligation, 
studiously sought to negotiate bilateral agreements lowering the base growth rates upon 
which that ’growth on growth’ factor was to be applied (and in many cases succeeded). 
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Chairman Crane. Thank you, Ms. Hughes. 

Mr. Moore. 

STATEMENT OF CARLOS MOORE, EXECUTIVE VICE PRESI- 
DENT, AMERICAN TEXTILE MANUFACTURERS INSTITUTE 

Mr. Moore. Thank you, Mr. Chairman. 

I am executive vice president of the American Textile Manufac- 
turers Institute, which is the national trade association of the do- 
mestic textile industry. Our member companies operate in more 
than 30 States and account for approximately 80 percent of all the 
textile fibers consumed in this country. 

On behalf of our members, I would like to share our views with 
the Subcommittee on the upcoming ministerial, beginning with a 
quote from WTO Director General Ruggiero on the subject, and I 
quote: “The full and prompt implementation of commitments is es- 
sential for the credibility of the WTO and for building confidence 
on which to explore the trade agenda that lies ahead.” 

We believe this is a very clear and insightful statement about 
what the objectives for the upcoming ministerial should be. It is 
clear that the first and foremost task should be to assess the imple- 
mentation of the commitments that were so carefully negotiated 
over many years in the Uruguay round negotiations. 

The one reason offered for this examination by the director gen- 
eral is to build confidence for the tasks that have to be faced ahead. 
We believe some other reasons exist which are equally important. 

WTO members need to know the extent to which their trading 
partners are living up to their commitments. The WTO needs to 
confront those members who have fallen short, it needs to exercise 
the disciplines available to obtain compliance; and the United 
States needs to evaluate the extent and impact of countries not in 
compliance and then decide upon the effective responses which it 
might take. 

All of these added reasons we believe are directly in the interest 
of the U.S. Government and its citizens. In fact, we would urge all 
WTO members to endorse their director general’s words and focus 
the ministerial meeting on the implementation of the Uruguay 
round commitments. 

As for future movement of WTO negotiations, we believe that a 
road map already exists and should require relatively little time to 
deal with in Singapore. That road map is the “built-in agenda” 
which was referred to earlier by other speakers. It contains items 
for future negotiations on which WTO members have already com- 
mitted to begin negotiations — items such as various services nego- 
tiations, agriculture, investment, competition policy, and so on. 

However, as we begin to move toward the date of the ministerial, 
we observe that some of our trading partners are trying to deflect 
and divert the focus of the ministerial, particularly in the area of 
textiles and clothing. A number of developing countries, encouraged 
by importers and retailers here in the United States and led by the 
ITCB, International Textiles and Clothing Bureau, a Geneva-based 
organization that assists the developing countries in negotiations 
and actually encourages them, we believe, to more radical propos- 
als, are seeking to change the agenda. 
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Pakistan, for one, has taken the lead in trying to divert attention 
from an examination of the implementation of commitments by all 
WTO members, especially an examination of Pakistan’s commit- 
ments, and instead, the ITCB countries, such as India, Indonesia, 
Korea and Pakistan very conveniently ignore the fact, as does Ms. 
Hughes, that the United States has lived up to its WTO commit- 
ments and instead claim that the United States has somehow 
failed to live up to the spirit of the WTO Agreement on Textiles 
and Clothing. 

When you cut to the bottom line, it seems to us that these coun- 
tries do not like the pace of the phaseout, and they do not want 
to submit their own trade regimes to very close scrutiny, so they 
hide behind the argument that somehow, the United States has not 
lived up to the spirit of the agreement. 

Ms. Hughes talked about the two-way street that should exist in 
terms of market access. We agree with that. We think that India 
and Pakistan, to name two, as well as other members of the ITCB 
such as Indonesia and Korea, certainly do not want us to approach 
an 3 rthing like a two-way street when it comes to market access. 

For example, according to WTO data, in 1995, India and 
Pakistan each shipped about 6 billion dollars’ worth of textiles and 
clothing to the world; they imported less than $100 million. In fact, 
they imported so little that the WTO does not even record how 
much they imported. Now, you might think that they are develop- 
ing countries, and therefore they do not have much demand for im- 
ported goods. As a matter of fact, India has over 150 million mid- 
dle-class citizens that we would love to be able to sell our products 
to, but we are prohibited. We have been prohibited by the existing 
high duties that they have had for many years, but to really pour 
salt in the wound, they have now added additional duties in the 
last 6 months that will clearly keep us out of their markets as long 
as those duties persist. 

Congressman Spratt referred to a particular case that exists 
today where we had potential to sell significant amounts of floor 
covering in India, and as a matter of fact their duty now is 95 per- 
cent. We are shut out of that market. 

So, we believe it is in the U.S. interest to reject the arguments 
that are without basis, without fact, raised by these members of 
the ITCB, and to point out that the United States has met every 
commitment that it negotiated and is supposed to meet in the 
Uruguay round negotiations and the ATC agreement that followed. 
And I am certain that the United States will continue to do so. In 
fact. Congress has mandated that as part of the Uruguay round im- 
plementing legislation. 

So, we urge the government to seek the support of other WTO 
members and to reject these self-serving demands of Pakistan, 
India and others to make textiles a major issue in Singapore. 

One final issue of very big importance to our industry relates to 
the accession of China to the WTO. We will be submitting a state- 
ment on this issue later when your Subcommittee has scheduled 
hearings on this issue, but while we believe that China should 
enter the WTO only if it has implemented major reforms in its im- 
port and export sectors, we recognize that at some point, China will 
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become a WTO member, and who knows when that will happen, 
but it will happen ultimately. 

We would urge all of the authors of the radical proposals and the 
ITCB members to think about that fact because their demands for 
further liberalization of the ATC, the Agreement on Textiles and 
Clothing, are really going to profit China far greater than anyone 
else once China becomes a WTO member. They should not be 
blinded to this reality either by Hong Kong, who promotes China’s 
interests on China’s behalf, or by the U.S. importers who try to 
reap excessive profits at the expense of U.S. consumers or workers 
by trying to make sure that more and more goods are available 
from countries like China. 

Thank you, Mr. Chairman. 

[The prepared statement follows:] 
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TESTIMONY OF CARLOS MOORE 
EXECUTIVE VICE PRESIDENT 

AMERICAN TEXTILE MANUFACTURERS INSTITUTE 


My name is Carlos Moore, I am Executive Vice President of the American Textile 
Manufacturers Institute (ATMI), the national trade association for the domestic textile 
industry. Our member companies operate in more than 30 states and account for 
approximately 80 percent of all textile fibers consumed by mills in the United States. 

The textile industry in this country employs 666,000 workers and contributes 
approximately $24.8 billion to our country's gross domestic product. 

On behalf of ATMI's members, I would like to share our views with the Committee on 
the upcoming Ministerial Meeting of the World Trade Organization (WTO). An 
appropriate way to begin is to quote WTO Director General Ruggiero on this subject: 

The full and prompt implementation of commitments is 
essential for the credibility of the WTO and for building 
confidence on which to explore the trade agenda that lies 
ahead."’ 

No one can say it clearer, with more insight, or with more conviction. The first and 
foremost task facing the WTO member countries is to examine and assess the level of 
implementation of the members' commitments made in the Uruguay Round agreement. 
This, we believe, should be the primary task of the Singapore Ministerial and should be 
the focus of the preparatory work for that meeting. 

Director General Ruggiero has offered one important reason that a report on 
implementation take center stage In Singapore: namely to build confidence for the tasks 
that the WTO members will be facing. 

Some other reasons exist, as well: 

• WTO members need to know the extent to which their trading 
partners are living up to their commitments; 

• The WTO needs to confront those members who have fallen short 
and it needs to exercise the disciplines available to obtain 
compliance; 

• The U.S. needs to evaluate the extent and impact of countries not 
in compliance and then decide upon effective responses. 

All of these added reasons are directly in the Interests of the U.S. government and its 
citizens. In fact, all WTO members should unequivocally endorse the Director 
General's words and unanimously agree to make an assessment of member country 
implementation of Uruguay Round commitments the fundamental task of the Singapore 
Ministerial. 

As for future movement WTO negotiations, a road map already exists and should 
require relatively little time to deal with in Singapore. That road map is the aptly-called 
“built-in agenda" of the Uniguay Round Agreement. It contains items for future 
negotiations on which WTO members have already committed to begin negotiations. 
Those agenda items include; agriculture, various services, investment and competition 
policy. Ministers in Singapore should reaffirm that commitment and schedule a firm 
date to begin negotiations. 


’ "The Road Ahead: International Trade Policy in the Era of the WTO", delivered at the Fourth 
Annual Sylvia Oslry Lecture, Ottawa, Canada, May 1996 
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However, as the preparatory work moves ahead and the date for the Ministerial 
approaches, we observe a growing lack of interest by some of our trading partners in 
the type of Singapore agenda described above. A number of developing countries, 
spurred on by U.S. importers and retailers and led by the International Textiles and 
Clothing Bureau (ITCB), a WTO-financed Geneva-based front for radical proposals, are 
seeking to change the Ministerial agenda to the detriment of the U.S. and other 
developed countries. 

Pakistan has taken the lead in trying to divert attention from an examination of the 
implementation of commitments by all WTO members, including and especially 
Pakistan. Instead, on behalf of countries not renowned for open trading systems or for 
keeping WTO commitments, such as India, Indonesia and Korea, Pakistan ignores the 
fact that the U.S. has lived up to its WTO commitment and, instead, claims that the U.S. 
has failed to live up to the “spirit" of the WTO Agreement on Textiles and Clottiing 
(ATC). After cutting through the Geneva verbiage, the bottom line for these countries is 
simple: 


They do not like the pace of the Uruguay Round’s phase out of 
textile and clothing quotas and they do not want to submit their 
own trade regimes to WTO scrutiny. 

Hence, they attempt to divert attention from the examination of all WTO members' 
commitments, which would include their own. And one can understand why they would 
want to divert attention away from their trade regimes: 

Using the WTO data, in 1995 millions of dollars: 



World 

U.S. 

Worid 


Pakistan 

5,563 

768 

N.R. 

10 

india 

6,300 

1.520 

N.R, 

21 

Indonesia 

5,704 

1,170 

1.170 

20 

Korea 

16,346 

2.448 

4,032 

153 


N.R, - Not reported; less than J100 million 


Clearty, none of these countries is a shining example of open markets; nor have they 
taken any significant steps toward opening their market. 

Perhaps the most blatant example of reneging on Uruguay Round commitments is 
India's recent introduction of new supplementary tariffs on top of its already high tariffs. 
These new tariffs, for which no justification can be made, push the Indian import tariff 
on floor coverings, for example, a product in which the United States is clearly 
competitive, to an outrageous 95 percent. 

We believe it is in the U.S. interest to reject these spurious arguments. The U.S. has 
met every commitment in the ATC and I am certain will continue to do so throughout the 
transition period. In fact, the Congress has seen to it by mandating the implementation 
schedule as part of the Uruguay Round legislation. 

We urge the U.S, government to seek the support of other WTO members who are 
likewise committed to implementing their WTO commitments and to reject the self- 
serving demands of Pakistan, India and others to make textiles an issue in Singapore. 

Another motive for these countries could well be that they want an excuse to renege on 
their commitments to negotiate on the “built-in' agenda items. Or, at the very least they 
want to be “paid" for honoring a commitment they have already made, allegedly in good 
faith, to negotiate further. They may want that payment to be a renegotiation of the 
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ATC's provisions. Whatever their motives, their efforts need to be rejected by the U.S. 
out of hand. 

One final WTO issue of paramount importance to our industry that is not likely to be on 
the Singapore agenda is the accession of China to the WTO. ATMI will be submitting a 
statement on this issue to the Committee at its hearing on this subject scheduled for 
September 1 7. However, one comment in the context of the efforts to subvert the 
Singapore agenda by the ITCB and its members is appropriate. 

China should enter the WTO only after it has implemented, and we stress the word 
“implemented” rather than words like “agreed to" or “committed to”, major reforms in its 
import and export sectors and in its trade practices. Nonetheless, at some point, China 
will probably become a WTO member and all of the ITCB members (except, perhaps 
Hong Kong) should weigh that event carefully against their demands for farther 
liberalization of the ATC. China, once it is a WTO member, will benefit from the 
phaseout of quotas to a far greater extent than any other textile exporting country. 

ITCB members should not be blinded to this reality either by Hong Kong, which is 
promoting China's interests, or by U.S. importers who are trying to reap excessive 
profits at the expense of U.S. consumers and workers. 

Thank you, Mr. Chairman. 
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Chairman CRANE. Thank you, Mr. Moore. 

Mr. Krajeck. 

STATEMENT OF RICHARD KRAJECK, VICE PRESIDENT, U.S. 

FEED GRAINS COUNCIL 

Mr. Krajeck. Thank you, Mr. Chairman, Congressman Rangel. 

I assure you it is only an accident that I am sitting between Ms. 
Hughes and Mr. Moore. 

I am pleased to testify today on behalf of the U.S. Feed Grains 
Council on U.S. agricultural exports. The U.S. Feed Grains Council 
is a private, nonprofit organization that develops overseas markets 
for com, sorghum, barley and their related products. Our mission 
is supported by U.S. producers of com, sorghum and barley, as well 
as over 70 related agribusinesses. The Council has been building 
export markets since its founding in 1960. 

Agriculture, like many industries is going through a period of 
rapid change. Much of that change has been generated by techno- 
logical innovation. Some has been spurred on by governments back- 
ing away from intmsion into domestic farm policies, such as the re- 
cent U.S. farm bill and the EU’s CAP reform. 

First, let me address the change that benefits U.S. farmers and 
the U.S. economy, and that is the increasingly liberalized global 
market in which we operate. The World Trade Organization Agree- 
ment established in 1995 has tmly benefited U.S. agriculture and 
will continue to benefit U.S. agriculture in the future as trade bar- 
riers are reduced and removed throughout the implementation pe- 
riod and more WTO members are gained. Our organization, with 

II overseas offices and projects in over 80 countries, has witnessed 
first-hand how many other countries have also benefited from in- 
creasingly liberalized trade. A rising tide does indeed lift all boats. 

The international marketplace is the fastest growing arena for 
U.S. agricultural producers. Among the major U.S. industries, agri- 
culture is the largest positive contributor to the U.S. merchandise 
balance of trade, reaching over $50 billion in fiscal year 1995 and 
generating a trade surplus of over $22 billion. That trade surplus 
is projected to grow to nearly $30 billion in fiscal year 1996. 

The principle embodied by the WTO Agreement of predictable 
and growing access to markets is essential to every country’s long- 
term economic success, as well as the success of U.S. agriculture 
in general. 

World population is growing in absolute numbers and in income 
levels, creating increasing demand. Exports are where the market 
potential is. The WTO is definitely facilitating world trade to meet 
that demand. 

We have the opportunity in Singapore to expand upon the suc- 
cesses of the WTO Agreement. The agreement on agriculture was 
designed to provide increased fairness in agricultural trade, and 
there can be no doubt that we are making progress and will con- 
tinue to do so throughout the implementation period. 

But there are areas of concern. The respective organizations of 
the U.S. Feed Grains Council request that the following issues be 
included on the ministerial agenda because of their impact on fur- 
ther trade liberalization: The enforcement of internationally accept- 
ed sanitary and phytosanitary standardfe; the trade-distorting capa- 
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bilities of the Trade-Related Investment Measures, or TRIMS, pro- 
visions of the WTO Agreement; the trade-distorting practices of 
state trading enterprises, and the need to schedule the beginning 
of further agricultural trade negotiations before the built-in agenda 
date of 1999. 

I have elaborated on each of these issues in the written testi- 
mony. 

The WTO has a scheduled agenda date of 1999 for agricultural 
negotiations to begin to discuss further tariff reductions and any 
impediments to fair and open agricultural trade. With the knowl- 
edge that the next round of negotiations may take many years to 
complete, we would like to see the ministerial discussions review 
implementation progress and obstacles and to develop an agenda 
for future agricultural negotiations to begin by 1998. We feel that 
the a^icultural negotiations work program should be finalized at 
the Singapore Ministerial. 

The WTO Agreement classifies countries as either developed, de- 
veloping or least developed. These categories define each country’s 
commitments for reductions in tariffs, export subsidies, and inter- 
nal supports. The level of reduction in trade-distorting measures 
for developing countries is two-thirds of that of developed countries, 
and least developed countries are exempt from any fiirther reduc- 
tion commitments. The level at which a country enters the WTO 
should not be a negotiable point as it currently is. Nonsubjective 
economic indicators should be used to judge a country’s level of 
development. 

The United States has taken a leadership role in the creation of 
the WTO, and we would like to see that role continue as the 121- 
member WTO seeks other members. The accession of those other 
members, such as the People’s Republic of China, should not be 
considered until the ability to monitor agreed-upon commitments 
can occur. The lack of transparency in state-operated trading sys- 
tems can make it impossible to determine compliance with any 
agreements. Accession members should at the minimum be re- 
quired to publish any laws, regulations and decrees, or any other 
administrative controls, that govern trade. 

The largest benefit of the WTO for our organization is that agri- 
cultural trade is now subject to international rules. Adherence to 
these rules has begun the process of eliminating internal and exter- 
nal subsidies and prevented countries from shifting the costs of 
supporting domestic production onto the international market. 
Because the prices of agricultural commodities are less subject to 
manipulation by governments, both producers and consumers are 
benefiting. 

We are experiencing the benefits of a world where tariff and non- 
tariff barriers are falling, and demand is rising due to the expan- 
sion of foreign economies which are also experiencing the benefits 
of free trade. 

We are very supportive and appreciative of this Subcommittee’s 
efforts to continue to expand the membership and goals of the 
WTO and appreciate the opportunity to appear before you today. 

Thank you. 

[The prepared statement follows;] 
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Statement of Richard Krajeck 
Vice President 
U.S. Feed Grains Council 
before the Subcommittee on Trade, 

House Committee on Ways and Means regarding 
The World Trade Organization and Singapore Ministerial Meeting 
September 11, 1996 


Mr. Chairman, members of the Committee, I am pleased to testify today on behalf of the U.S. 
Feed Grains Council and U.S. agricultural exports. 

The U.S. Feed Grains Council is a private, non-profit organization that develops overseas 
markets for com, sorghum, barley, and their related products. This international market 
development mission is supported by U.S. producers of com, sorgHum, and barley, as well as 
over 70 related agribusinesses. The Council has been building export markets since its founding 
in 1960. 

Agriculture, like many industries, is going throu^ a period of rapid change. Much of that 
change has been generated by technological innovation. Some of that change has been spurred 
on by governments backing away from intrusion into domestic farm policies, such as the recent 
U.S. farm bill and the E.U.’s Common Agricultural Policy (CAP) reform. 

Let me frrst address change that benefits the U.S. farmer and the U.S. economy. This is the 
increasingly liberalized global market in which we operate. The World Trade Organization 
(WTO) agreement established on January 1, 1 995, has truly benefrtted American agriculture and 
will continue benefitting U.S. agriculture in the future as trade barriers are removed throughout 
the implementation period and more WTO members arc gained. As a market development 
organization with 1 1 overseas offices and projects in over 80 countries, we have witnessed 
firsthand how other countries have also benefitted from increasingly liberalized trade. 

A rising tide does indeed lift all boats. 

The international marketplace is the fastest growing arena for U.S. agricultural producers. 

Among the major U.S. industries, agriculture is the largest positive contributor to the U.S. 
merchandise balance of trade, reaching over $50 billion in fiscal year 1 995. U .S. agriculture 
generated a trade surplus of over $22 billion in fiscal year 1995. That trade surplus is projected 
to grow to nearly $30 billion in fiscal year 1996. The principle embodied by the WTO agreement 
of predictable and growing access to markets is essential to every country's long term economic 
success, as welt as the success of American agriculture in general. 

Populations in international markets are growing in absolute numbers and in income levels, 
creating increasing demand. Exports are where the market potential is. The WTO is definitely 
facilitating world trade to meet that demand. 

We have the opportunity in Sing^xrre to expand upon the successes of the WTO agreement 
which went into effect on January 1, 1995. The WTO agreement on agriculture was designed for 
the first time to provide increased fairness in agricultural trade. There can be no doubt that we 
are making progress and will continue to do so throi^hout the implementation period. 

But there are areas of concern. The WTO is not perfect. 

The respective organizations of the U.S. Feed Gi^iins Council request that the following Issues be 
included on the ministerial agenda because of their impact on further trade liberalization: the 
enforcement of internationally accepted sanitary and phytosanitaiy standards; the trade distorting 
capabilities of the Trade Related Investment Measures (TRIMS) provision of the WTO 
agreement; the trade distorting practices of State Trading Enterprises (STE’s); and the need to 
schedule the beginning of further agricultural trade negotiations before the built-in agenda date of 
1999. 
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I would like to take a minute to explore these issues. 

Sanitary and Phytosanitary Standards (SPS): The SPS agreement establishes a multilateral 
mechanism to protect exporters against the use of heaith^related measures which act as barriers to 
trade. We feel there needs to be improvement in the acceleration of the dispute settlement 
procedures of the agreement and prompt remediation for measures deemed to be unscientific 
and/or unjustifiable. We support the concept of equivalency and encourage steps designed to 
accomplish the goal of harmonization of intemadonal standards. We also encourage the 
acceleration of transparency obligations under the WTO. 

Genetically engineered agricultural products will serve an important role in any worldwide effort 
to increase food production and quality. The Council encourages all countries to use the risk- 
focused, science-based provisions of the Sanitary and Phytosanitaiy agreement as the basis for 
their internal regulations and risk analysis processes. 

Trade Related lovestmeot Measures (TRIMS): The TRIMS provision is designed to ensure 
that governments do not apply measures to investments that create trade restrictions or 
distortions. This provision has actually created some distortions of its own as some developing 
countries are claiming preferential treatment for domestic industries by notifying under the 
TRIMS provision. As an example, government requirements for local industries to purchase 
domestic product before issuing import certificates for foreign product are clearly WTO illegal, 
but are being justified under the TRIMS provision. This provision should be re-examined for 
the trade distortions that are a by-product of its inclusion in the WTO agreement. 

State Trading Enterprises (STE*s): The Uruguay Round’s focus on eliminating non-tariff 
trade barriers and reducing export subsidies served to focus attention on direct government 
actions and away from the potentially trade distoitive marketing practices of the state trading 
enterprises (STE’s) that are sanctioned and supported by governments. As WTO implementation 
continues and the WTO seeks to integrate formerly centralized, state-managed economies into 
the multilateral trading system, it is imperative that the WTO initiate a thorough examination of 
the trading practices of STE’s, including; government guaranteed loans/payments, subsidies to 
domestic production and exports, levies on production and/or imports, and the lack of 
transparency in procurement and pricing practices. 

Agricultural discussions: The WTO has a scheduled agenda date of 1 999 for agricultural 
negotiations to begin to discuss further tariff reductions and any impediments to fair and open 
agricultural trade. With the knowledge that the next round of negotiations may take many years 
to complete, we would like to see the Ministerial discussions review implementation progress 
and obstacles, and to develop an agenda for future negotiations to begin by 1998. We feel the 
agricultural negotiations work program should be finalized in Singapore. 

The WTO agreement classifies countries as cither developed, developing, or least-developed. 
These categories define each countiy's commitments for reductions in tariffs, export subsidies, 
and internal supports. The level of the reduction in trade distorting measures for developing 
countries are two-thirds of that for developed countries. Least developed countries are exempt 
from any reduction commitments. The level at which a country enters the WTO should not be 
open for discussion prior to accession; in other words, it should not be a negotiable point. Non- 
subjective economic indicators can be used to judge a country’s level of development, and should 
be. 

The built-in agenda for the Ministerial includes the areas of; labor standards, environmental 
standards, government procurement rules, and investment and competition rules. All of the areas 
of concern in this letter fall within this agenda. SPS measures could be discussed under 
environmental standards; TRIMS could be discussed under investment rules; STE’s could be 
discussed under government procurement rules; and the acceleration of agricultural negotiations 
is part of the built-in agenda itself. 

The United States has taken a leadership role in the creation of the WTO, and we would like to 
see that role continue as the 121-membcr WTO seeks other members. The accession of other 
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members, such as the People’s Republic of Chii^ should oot be considered until the ability to 
monitor agreed-upon commitments can occur. The lack of transparency in trading systems can 
make it impossible to determine compliance with any agreements. Accession members should at 
the minimum be required to publish any laws, regulations, and decrees (or any other 
administrative controls) that govern trade. 


CONCLUSION 

The largest benefit of the WTO for our organization is that agricultural trade is now subject to 
international rules. Adherence to these rules has begun the process of eliminating internal and 
external subsidies and prevented countries fiom Siting the costs of supporting domestic 
production onto the international market. Because the prices of agricultural commodities are less 
subject to manipulation by governments, both producers and consumers are benefitting. 

We are experiencing the benefits of a world where tariff and non-tariff barriers are falling, and 
demand is rising due to the expansion of foreign economies which are also experiencing the 
benefits of free trade. We are very supportive and appreciative of this committee’s efforts to 
continue to expand the membership and goals of the WTO, and appreciate the opportunity to 
appear before you today. 
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Chairman Crane. Thank you, Mr. Krajeck. 

Mr. Yancey. 

STATEMENT OF DALTON YANCEY, EXECUTIVE VICE PRESI- 
DENT, FLORIDA SUGAR CANE LEAGUE, AND WASHINGTON 

REPRESENTATIVE, RIO GRANDE VALLEY SUGAR GROWERS, 

INC. 

Mr. Yancey. Thank you, Mr. Chairman. 

The United States sugar industry is committed to multilateral 
progress toward a global free market for sugar and sweeteners. 
Our producers are among the most efficient in the world, despite 
our high cost of labor and environmental protections. Our growers 
are ranked 25th-lowest of the 92 world sugar-producing nations, 
and our cost of production is well below the world average. 

However, because of trade-distorting practices which exist, the 
so-called “world price” has averaged only about half the cost of pro- 
duction during the last 15 years. For this reason, efficient 
American sugar producers continue to require a domestic policy. 

Because U.S. farmers are so efficient, we have supported achiev- 
ing global free trade in sugar since the outset of the Uruguay 
round. Foreign sugar is not produced more efficiently, just with 
more government help. 

The United States made some significant concessions on sugar in 
the Uruguay round, but multilateral movement toward free trade 
in sugar is minimal. The Uruguay round agreement on agriculture 
and sugar specifically did not level the playingfield for fair inter- 
national competition among sugar producers; it did not address 
vastly differing standards for labor and environmental protections; 
it did not address the trade-distorting practices of state trading en- 
terprises, and it did not make significant progress on the most dis- 
torting of all trade barriers — export subsidies. And, the Uruguay 
round did not require developing nations and non-GATT members 
to comply with the major disciplines. 

While the Uruguay round provided a useful road map for coordi- 
nated, multilateral reduction of barriers to trade in the future, it 
did not address many of the crucial, distorting trade practices 
which we must yet negotiate. 

we look toward future negotiations, we believe that the U.S. 
unilateral reforms of the 1996 Farm Bill place our sugar farmers 
in danger. They will be vulnerable to the trade-distorting practices 
of foreign countries, and in addition, we will not be able to ap- 
proach the next round of talks with significant leverage, and we 
will have virtually little with which to negotiate. 

We would like to make this challenge. The U.S. sugar industry 
challenges foreign sugar producers to eliminate export subsidies 
and reduce their sugar policies to the minimal levels to which 
American sugar farmers are committed in the 1996 Farm Bill. If 
they exceed these GATT commitments, we are committed in the 
Farm Bill to match those reductions in the future. 

We call for progress in the following areas. We would like to see 
a reduction of export subsidies around the world to the U.S. level 
of zero. For importing countries, we would like to see an increase 
in the minimum access to their markets, up to where our level is 
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as required by GATT and, for all countries with higher domestic 
supports, a reduction in support prices to the U.S. level. 

As we issue this serious challenge for future multilateral trade 
barrier reductions, we would also voice a couple of major concerns. 

We strongly urge that, as foreign producers reduce their barriers 
to trade, they also move toward matching U.S. standards for labor 
and environmental protections, and we strongly urge that market- 
ing monopolies that were ignored in the Uruguay round be 
addressed aggressively in the future. 

State trading enterprises, which are characterized by quasi-gov- 
emment, monopolistic buyer-seller systems for purchase and export 
of commodities, provide trade-distorting protections that were not 
addressed in the Uruguay round. The Round focused on the more 
obvious practices, such as export subsidies, price supports and im- 
port limitations. But state trading enterprise practices, while 
distorting, are actually less obvious. 

The U.S. sugar industry has communicated these concerns to our 
administration, and I am pleased to report that they agree with 
our concern. We are concerned about the unilateral reductions that 
were made in the Farm Bill. We hope that other countries will 
match these reductions, and we challenge them to do so, and we 
urge that future reductions be made in a coordinated, multilateral 
fashion and that widely varying labor and environmental standards 
be taken into account and that the distorting practices of state 
trading enterprises be addressed in future negotiations. 

Thank you. 

[The prepared statement and attachments follow:] 
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House Ways & Means Comminee Trade Subcommittee Hearing 
On World Trade Organization Ministerial Hearing in Singapore 
September 10, 1996 

Testimony of Dalton Yancey, 

Florida Sugar Cane League and Rio Grande Valley Sugar Growers, 

On Behalf of U.S. Sugar Industry 

Thank you, Mr. Chairman, for the opportunity to provide testimony for this important hearing. 1 
am Dalton Yancey, Executive Vice President of the Florida Sugar Cane League and Washington 
Representative of the Rio Grande Valley Sugar Growers of Texas 1 also have the privilege of 
serving on the Agricultural Policy Advisory Committee, where I am the only member 
representing sugar-producer interests I am honored today to present to you the views of the 
entire U S sugar-producing industry 

1 would like to provide information on four topics in my testimony: first, background on the U S. 
sugar industry and its views on trade policy, second, the effect of the Uruguay Round on U S. 
and foreign sugar policies, third, the effect of the recently completed 1996 Farm Bill on US. 
sugar policy, and, finally, U.S. sugar industry views and concerns on the next round of 
multilateral trade negotiations 


Background 

The U S, sugar Industry believes the world’s most efficient producers, abiding by high labor and 
environmental standards, should produce for the world marketplace The U S. sugar and com 
sweetener-producing industry is large and efficient, abides by some of the world’s highest 
standards for labor and the environment, and is committed to multilateral progress toward a 
global free market for sugar and sweeteners. 

Sugarcane and sugarbeets are grown and processed in 17 states. The sugar and com sweetener 
industries combined generate nearly 420,000 American jobs in 42 states and over $27 billion in 
annual economic activity 

U.S. producers are among the most efficient in the world, despite the high cost of our labor and 
and environmental protections Our growers are ranked 25th lowest cost among the world’s 92 
sugar-producing nations, most of them developing countries. Our cost of production is belov/ 
the world average. 

Unfortunately, the so-called “world price” for sugar does not reflect the cost of producing sugar. 
Because so many countries encourage sugar production with high internal supports, and 
subsidize the dumping of their surplus production on the world market for whatever price it will 
bring, the “world price” has been extremely depressed for some time. Over the past 15 years, 
the “world price” has averaged only about half die world average cost of producing sugar. 

For this reason, efficient American sugar growers do require a domestic sugar policy - so that 
subsidized surplus supplies from the world dump market not displace American sugar. This 
foreign sugar is not produced more efficiently — just with more government help. 

Despite our efficiency, our’s is an industry in some pain. Because of intense domestic 
competition, production is dropping in many areas, with wrenching consequences for local 
economies. Sugar production and acreage have dropped dramatically in recent years for 
sugarcane in Hawaii and for sugarbeets in California, Texas, Ohio, and Nebraska. Thirteen beet 
or cane processing plants have closed just since 1993. 

Nonetheless, because we are efficient, we would welcome the opportunity to compete, head-to- 
head, against foreign producers. For this reason we have supported the goal of achieving global 
free trade in sugar since the outset of the Uruguay Round, in 1986. At that time, the U.S. 
administration announced its goal of achieving total elimination of barriers to world agricultural 
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trade. We were the first U.S. commodity group to endorse that goal, and we still do -- as long as 
the progress toward free trade is made on a rational, fair, and multilateral basis. 


Uruguay Round Effects on Sugar 

The United States made significant concessions on sugar in the Uruguay Round of the GATT, 
but multilateral movement toward free trade was minimal. The International Policy Council 
concurs with us on this point, concluding in a recent report: “ the sugar sector was left largely 
untouched by the final Uruguay Round Agreement.” 

In the Uruguay Round, the United States: 

1 Tariffied its sugar import quota; 

2 Bound its foreign sugar access commitment - that is, we agreed to guarantee imports of 
no less than 1 .26 million short tons per year; 

3. Agreed to reduce the import quota’s second-tier tariff rate by 1 5% over 6 years. 

Unfortunately, foreign countries’ commitments on sugar were negligible. There were a number 
of critical areas where the Uruguay Round accomplished little or nothing. 

The Uruguay Round Agreement on Agriculture: 

I Did not level the playing field for fair international competition among producers; 

2. Did not address vastly differing standards for labor and environmental protections; 

3. Did not address the trade distorting practices of state trading enterprises (STE’s). 

4 Did not make significant progress on the most distorting of all trade barriers - export 
subsidies. With respect to the European Union, for example, which destroys the world 
market by dumping some 4 - 5 million tons of heavily subsidized sugar each year: USDA 
predicts no significant reduction in the volume of subsidized EU exports over the course 
of the Uruguay Round 

5. Did not require developing countries and non-GATT members, which together account 
for about two-thirds of world sugar production, to comply with the major trade 
disciplines of the Round- 

While it could be acknowledged the Uruguay Round provided a useful road map for coordinated, 
multilateral reduction of barriers to trade in the future, it did not address many of the crucial, 
unfair trade practices that must yet be dealt with . (A summary of Uruguay Round agriculture 
disciplines is attached. Attachment A.) 


1996 Farm Bill Effect on Sugar 

The purpose of U.S. sugar policy is to ensure reliable supplies of this essential food ingredient to 
American consumers at competitive prices, while providing some stability for American sugar 
farmers. The policy has been operated at no cost to the U.S. Treasury since 1985, and has been a 
revenue raiser since 1991; it will raise an estimated $288 million for federal budget deficit 
reduction over the next 7 years. 

U.S. sugar policy is also a necessary response to the policies of foreign countries whose growers 
are not more efficient than American growers, but are simply more subsidized 
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When the Congress approved the Uruguay Round in 1994, it did so with the promise that, in 
committing American farmers to the Uruguay Round reductions, it was committing to approve 
future reductions only on a fair, rational, multilateral basis. Instead, the Congress voted for 
precipitous, unilateral reform of U.S. sugar policy in the 1996 Farm Bill, as it did for all U S. 
commodity policy. 

To highlight the Farm Bill changes to U S sugar policy with implications for international trade. 

1 Marketing allotments were eliminated -- in other words, there will be no limits on U S. 
sugar production The new domestic free market will intensify competition and cause 
the demise of some of the industry, sending American farm and factory jobs overseas. 

2. Minimum producer prices are no longer guaranteed - non-recourse loans will be 

available to growers only when imports are more than 20% above the Uruguay Round- 
mandated minimum American growers will face enormously greater risk, after having 
had a minimum price guarantee since 1982 

3 The standby supnort price is effectively reduced by 5 6%, because of a penalty 
producers will be forced to pay to the US Treasury if they forfeit their loans. This 
effective loss of about SI 50 million per year in producer revenues will put more farmers 
out of business. 

4 The minimum import level is effectively increased by nearly 20%, to 1 5 million tons. 
This increase in minimum access commitments will benefit foreign producers, but will 
increase domestic competition for the remainder of the U S. market and could shift more 
domestic production and Jobs overseas. 

Furthermore, an additional burden on U S. sugar growers is the 25% hike in marketing 
assessments - the special tax our farmers pay to the government on each pound of sugar 
produced. This tax will raise approximately S288 million for federal budget deficit reduction 
over the next 7 years (A summary of the Farm Bill reforms is attached. Attachment B.) 

The U S. sugar industry is deeply concerned that the unilateral nature of these reforms could: 
a) Make all American farmers more vulnerable to the unfair trade practices of other producing 
countries - policies that have been left untouched by the Uruguay Round, b) Reduce U.S. 
negotiators' leverage in future trade talks. 

For this reason, we must approach the next round of multilateral trade negotiations with extreme 
caution. 


Thoughts on the Singapore Ministerial 

As we look toward the possibility of another multilateral round of trade negotiations, as will be 
discussed at the World Trade Organization’s ministerial meeting in Singapore this December, 
we believe that U.S. unilateral reforms in the 1996 Farm Bill place American farmers in danger 
Nonetheless, these reforms may also provide some opportunity 

The danger, as 1 mentioned earlier, is that American farmers, who will soon have virtually no 
domestic commodity policies, will be vulnerable to the unfair trade practices of foreign 
countries. This is true both for our export commodities, which compete for foreign markets, 
and for net-import commodities, such as sugar, which compete for our domestic market In 
addition, we will not be able to approach the next round of talks with the leverage of significant 
domestic policies, and we vnll have virtually nothing to concede 

Some suggest the United States may be able to lead by example. Though our experience with 
many trading partners, particularly some of those in the Far East, has shown little success with 
this approach, we can only hope we will have more success in the future. 
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Challenge Along these lines, we would like to take this opportunity publicly to make a 
challenge: 

The U.S. sugar industry challenges foreign sugar producers to eliminate export subsidies 
and reduce their sugar policies to the minimal levels to which American sugar farmers are 
committed in the 1996 Farm Bill. To the extent that foreign producers exceed their 
Uruguay Round commitments on reductions in trade barriers such as export subsidies and 
price support, we are committed in the 1996 Farm Bill to matching those reductions. 

Specifically, we call for foreign progress in the following areas: 

1 . For exporting countnes - a reduction of export subsidies to the U.S. level of zero, 

2. For importing countnes - an increase in minimum access to the U.S. level, around 1 5% 
of domestic consumption, 

3 For all countries with higher domestic supports - a reduction in support prices to the 
U.S. level. 


Concems As we issue this senous challenge for future multilateral trade barrier reductions, we 
must also voice two major concerns. 

1 . We strongly urge that, as foreign producers reduce their barriers to trade, they also 
move toward matching U.S. standards for labor and environmental protection. 

We issue this caution for two reasons: a) That foreign workers and fragile ecologies not be 
exploited to replace the production of the industrialized nations where farmers are held to bear 
the cost of substantially higher standards. Our hope is that as a result of multilateral trade 
negotiations, conditions for foreign workers and the environment improve to U.S. standards 
b) That efficient American farmers are not unfairly disadvantaged by farmers whose costs of 
production are ostensibly lower, but only because they need not adhere to the higher standards 
our government establishes for labor, food, and environmental safety. 

2. We strongly urge that marketing monopolies that were ignored in the Uruguay Round be 
addressed aggressively in the future 

State trading enterprises (STE’s), which are characterized by quasi-govemmental, monopolistic 
buyer systems for purchase and export of commodities, provide trade distorting protections that 
were not addressed in Uruguay Round The Uruguay Round focused on the more obvious 
practices, such as export subsidies, price supports, and import limitations. STE practices are no 
less distorting, but are simply less obvious. 

Furthermore, STE’s exist in some major sugar producing countries In Australia, for example, 
the Queensland Sugar Corporation acts as the single buyer and exporter of the vast majority of 
that nation’s sugar, providing important price protection for Australian producers. Attached, for 
your information, is an article from the Financial Times of London describing the trade 
distorting practices of Australia’s sugar STE (Attachment C). 

The importance of STE’s in international trade was also recognized in a recent U.S. government 
study - the General Accounting Office’s "State Trading Enterprises: Compliance with the 
General Agreement on Tariffs and Trade.” 

The U S sugar industry has communicated its concerns about STE’s to the Administration, and I 
am pleased to report the Administration shares our concern. A copy of our letter to Secretary of 
Agriculture Glickman, and his response to us, is attached (Attachment D) 
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ConclusioD 

The U S. sugar industry is efficient and cofnmitted to multilateral reduction of global barriers to 
sugar trade. We would welcome the opportunity to compete on a level playing field, where no 
farmers have the unfair advantage of government support. We applaud U S. Government efforts 
to move toward global free trade, as long as this movement is made in a fair, rational, and 
multilateral fashion. 

We are concerned, however, that the United States may have gotten too far out in front with 
precipitous, unilateral reductions U S. farmers are committed to in the 1996 Farm Bill. But we 
hope that other countries will match our reductions, and we challenge them to do so. 

We urge that future reductions be made in a coordinated, multilateral fashion, that widely 
varying labor, consumer, and environmental standards be taken into account, and that the 
distorting practices of state trading enterprises be addressed in future negotiations. 

Thank you, Mr. Chairman, for the opportunity to participate in this important and timely 
hearing. 
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Attachaent A 



Uruguay Round: 
Agreement on Agriculture 



Rcdgcnon 

Effect on U.S. Sugar 

Internal Supports 

20% of average for all 
commodides, 

&om 1986-88 

None 

Expon Subsidies 

21% volume; 

36% value 

None 

Market Access 



Tariffs 

36% average; 

15% minimum 

Second- rier tariff rises 
from current 16e to 

17# at start of 
agreement; falls back 
to 16# after 1 year, 
then drops grilually to 
14.45# over next 5 
years. 

Current or 
trwimum access 

Import restricdons reduced to 
ensure at least 3-5% of 
consumpdon from imports. 

U.S. first-der quota 
never to be less than 
1.256 million short tons 
(well in excess of 3-5% 
minimum). 


HSPA 

11 - 7-94 


4UWY4a 



143 


1996 Farm Bill 
Reforms of U.S. Sugar Policy 


1990 Farm Bill 

Reforms 

Domestic marketing 
controls 

GONE — Domestic free 
market 

Guaranteed minimum 
price 

GONE — No downside 
limit on producer prices 
(unless imports >1.5 
mst) 

Loan rate 

EFFECTIVELY 
REDUCED— 10 
penalty = producer 
revenue loss of $150 
million/year 

Deficit reduction tax 
(marketing assessment) 
paid by producers 

INCREASED— By 

25%, generating $288 
million over 7 years 

Foreign sugar imports 

INCREASED— 
Effective 20% increase 
in minimum 

No-cost provision 

April 199S 

REMAINS — No cost 
since 1985; revenue 
raiser since 1991 


KINANCIALTIMICS THURSDAY DliCEM llEK 21 1995 
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gACKINC AMERICA'S 3EET. CANE AND CORN FARMERS 


Attachaent D 


May 15. 1996 


The Honorable Dan Glickman 
Secretary 

U.S. Depanmenr of Agriculture 

14th Street and Independence Avenue. SW 

Washington. DC 20250 

Dear Mr. Secretary: 

The groups listed below, representing the O'.S. sugar producing industry, are writing to 
recommend your attention to: 1) The distomng effect of state trading enterpnses (STE's) on the 
world sugar market; 21 The lack of attention to STE practices in past multilateral trade 
negotiations; and. 3) The .need to recognize and address these distortions in future negotiations. 

1. STE's play an important, but largely unrecognized, role in the world 
sugar market. 

Sugar is generally regarded as the most volatile, and most distorted, of all the world's 
commodiry markets, this is the direct result of the e.ttraordinary amount of government 
involvement in the pricing, production, consumption, and trade of sugar. Over 100 
countries produce sugar, and ail have some level of government involvement in their 
individual markets. 

L'.S. sugar farmers are efficient by world standards. But our efficiencies cannot compete 
with the distoning practices of foreign governments. U.S. sugar policy is, therefore, a 
necessary response to those practices and resulting distortions. 

Many countries control domestic pricing, imports, and/or e.tports of sugar through STE's. 
Ausaaiia and Brazil, two of the world largest sugar e.tponers. are prime examples. 

Australia has called for reform of U.S. sugar policy and argued that its sugar market is 
virtually "free." It ignores, however, the long standing practices of its Sugar Board 
(recently renamed the Queensland Sugar Corporation), which controls production through 
a "land assignment system" and "buys and markets the state’s sugar production.” This 
"single desk seller” functions as a monopoly, controlling both domestic and export market 
sales. In addition, Australia has a system of tariffs on sugar imports. (See the attached 
article from the Financial Tunes.) 

Brazil’s sugar market, likewise, has long been controlled by its parastatal Sugar and 
Alcohol Institute. 
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2. Compliance with GATT disciplines on STE's has been minimal. 

The General .Agreement on Tariffs and Trade (GATn recognized the trade distorting 
effects of STE's from its outset in 1947. The GATT has long required its member 
countries to repon regularly on STE's. but compliance has been minimal. 

In Its 1995 repon "State Trading Enterprises; Compliance with the General .Agreement on 
Tariffs and Trade. " the LT.S. General Accounting Office points put that each year between 
1980 and 1994 generally fewer than 10 percent of the member countries even bothered to 
file reports on whether any such STE's exist in their countnes. 

The GAO review revealed the existence of six sugar STE's. but many more no doubt exist 
among member countnes. Brazil, fore.xample. has never reported on the activities of its 
Sugar and .Alcohol Instinite. 

The Uruguay Round established a Working Group to look more closely at STE practices. 
We hope this group will be active and aggressive. 

3. Future World Trade Organization (WTO) negotiations need to focus on 
STE's. 

The current WTO member countries must focus better on the trade distorting practices of 
STE's in future negotiations, most immediately in the ministenal meeting set for Singapore 
this December. 

Funhermore. the WTO must be aware that a number of countnes that have applied for 
GATT membership, such as China. Russia and the Ukraine, have major sugar industries 
controlled by STE's. 

U.S. agricultural policy was seriously curtailed, far in excess of our Uruguay Round 
coiiimuments. in the Federal Agriculture Improvement and Reform Act of 1996. Foreign 
countnes are poised to take advantage of the unilateral reform and dismantlement of U'S, 
agncultural policy, and can further exploit their advantage through the trade distoning practices 
of STE's that have not been addressed. 

For these reasons, we request your vigilance on this important subject, and we stand ready to 
assist you in any way we can. 

Sincerely. 

American Sugarbeet Growers Association 
The United States Beet Sugar Association 
American Sugar Cane League 
Florida Sugar Cane League 
Hawaii Agriculture Research Center 
Rio Grande Valley Sugar Growers. Inc. 

Sugar Cane Growers Cooperative of Florida 
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DEPARTMENT OF AGRICULTURE 

OPPiCe Ofi TMg SeCRETARV 
WASHINGTON. O.C. SOSSO 


JUL I 2«6 


Mr. Dalton Yancey 

Executive Vice President 

Florida Sugar Cane League 

Washington Represenetative 

Rio Grande Valley Sugar Grower, Inc. 

1301 Pennsylvania Avenue, N.W. 

Suite 40 1 

Washington, D.C. 20004 
Dear Mr. Yancey; 

Thank you for your letter of May 15, 1996, cosigned by your industry colleagues, 
expressing the American Sugar Alliance's concerns about State Trading Enterprises (STEs) in 
world sugar trade. 

Please be assured that the Administration shares your concerns about STEs and is 
continuing to take steps to address the role of STEs in the import and export of agricultural 
commodities, including sugar. 

As you know, a working group is now in regular session within the World Trade 
Organization (WTO) to monitor the activities of STEs. This group has a limited charter under 
the current WTO regime because disciplines specifically dealing with STEs have not yet been 
formulated. This situation is likely to change in the relatively near future because of the pending 
accession to the WTO of many countries whose internal economic structures are very dependent 
on STEs in both importing and exporting. China and Russia are among the most significant of 
these countries. 

The STE working group currently is establishing a framework for future work, including 
negotiations to establish rules intended to mitigate the most egregious trade distorting effects of 
STEs. This framework will become the basis for a first round of negotiations addressing STEs 
at the Ministerial-level talks scheduled to be held in December 1996 in Singapore. The 
United States intends to be in the forefront of these discussions. 

Thank you for your support and for writing to us to express your thoughts on this 
important trade issue. An identical letter is being sent to each of your colleagues. 
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Chairman Crane. Thank you, Mr. Yancey. 

Chairman Crane. I have just one question for Ms. Hughes and 
Mr. Moore, and it is kind of a followup to the question I asked ear- 
lier and concerns textile trade with Sub-Saharan Africa. 

There are concerns that the textile quota in the Uruguay round 
was divided in such a way as to leave these countries with a very 
small piece of the pie. Given that textile manufacturing is often a 
critical first step leading to economic and industrial development, 
how do you suggest we alleviate the problem — ^by doing nothing, or 
expanding the level of imports permitted into the United States, or 
giving Africa more quotas to the detriment of other trading part- 
ners? And do you expect the issue of trade with the least develop- 
ing countries to come up at the Singapore meeting? 

Ms. Hughes. We strongly support the mechanism that is in- 
cluded in your bill with Congressman McDermott because we think 
it is a positive step to appeal to business to improve their trade in 
Africa. Because that mechanism merely states that there will be no 
new quotas placed on Africa until the Sub-Saharan African con- 
tinent as a whole reaches a certain level of trade, it gives an oppor- 
tunity for businesses to produce in Africa where they do not 
produce there now. 

This is important because in the past, quotas have been placed 
on African countries, such as Kenya, at such low levels that U.S. 
companies left their investment behind rather than try to deal with 
the quota system. Africa only has the next 7 172 years to become 
competitive with the other textile exporting countries since most of 
them are WTO members and are part of the quota phase-out. So 
we feel it is important to have some kind of a mechanism to jump- 
start investment in Africa so they do not get left behind perma- 
nently, not just with the current transition. 

Chairman Crane. Mr. Moore. 

Mr. Moore. Mr. Chairman, it is a difficult question because 
there are WTO constraints on some of the things that we as a gov- 
ernment can or cannot do to try to promote trade there. I hope that 
we are successful. Our industry hopes that we are successful in 
promoting the development of trade from Sub-Saharan Africa, be- 
cause quite frankly, we are looking for markets around the world 
to sell yarns and fabrics. Our industry has embarked on a very 
strong export effort. That is one reason why we are very interested 
in market access in the context of the Uruguay round WTO 
commitments. 

We think that if that trade develops, we would be able to export 
yarns and fabrics there and create jobs and additional production 
in the United States. The question is how do you do it without 
harming, say, levels of U.S. apparel production currently; how do 
you do it and be consistent with the rules, because you cannot take 
away quota from someone else, as much as one might think that 
is desirable. My view, on a reading of the WTO, is that you are not 
allowed to do that from one WTO member to the next. 

I think Ms. Hughes hit upon something that is very interesting. 
She said that those countries only have 7 1/2 years left, implying 
that they cannot compete in a freely open trading system. I am not 
sure that that is in fact the case because apparel production, if the 
rules are properly enforced — if China has to play by the rules and 
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reform its system, then in fact China may not take over the bulk 
of apparel production, which a lot of people think they will once 
quotas disappe^. I alluded to the fact that they might in my testi- 
mony, because if we do not insist on reforms of the Chinese system, 
they surely will, and neither Sub-Saharan Africa nor any other ap- 
parel producer will have much of a chance to compete. 

So, what we really urge is proper enforcement of the WTO dis- 
ciplines to make sure that trade takes place under the kinds of con- 
ditions of equitable competition that it should. That will tend to 
promote those kinds of growth industries in countries where there 
is no production now. We have seen it in other countries. Nepal, 
a very undeveloped country, has become a major producer of ap- 
parel. So, there may be ways to do that but it is not easy. 

Chairman Crane. I want to thank all of you for your testimony 
and urge you, as I have done previous panels, to keep the channels 
of communication open and keep the flow coming down here for us 
because we are in the position of having to make sometimes dif- 
ficult and not as well-informed decisions as you people would make 
if you were in our shoes. 

We appreciate your input today. Thank you so much. 

With that, our final panel is composed of representatives from 
additional U.S. industries. Elizabeth Seiler is director of environ- 
mental affairs for the Grocery Manufacturers of America, and she 
is accompanied by Gary Horlick of O’Melveny & Myers. Bruce 
Aitken is executive director of the Pro Trade Group. Howard Sam- 
uel is executive director of the Labor/Industry Coalition for Inter- 
national Trade, and he is accompanied by Timothy Regan, vice 
president of Coming-Asahi Video Products. 

Again, ladies go first, so Ms. Seiler, we will hear your testimony 
for openers. 

STATEMENT OF ELIZABETH HjL SEILER, DIRECTOR OF ENVI- 
RONMENTAL AFFAIRS, GROCERY MANUFACTURERS OF 

AMERICA, INC., ACCOMPANIED BY GARY HORLICK, 

PARTNER, O’MELVENY & MYERS, WASHINGTON, DC 

Ms. Seiler. Thank you, Mr. Chairman and Congressman Rangel. 
I am Elizabeth Seiler of the Grocery Manufacturers of America, 
and I am here today representing the Coalition for Truth in Envi- 
ronmental Marketing Information. The Coalition’s members are 
American trade associations representing aluminum, forest and 
paper, chemical, plastic, electronic and food and consumer product 
companies. 

With me today is Gary Horlick of O’Melveny & Myers. 

The Coalition’s members support the sharing of environmental 
information with consumers through eco-labeling, but are con- 
cerned that certain eco-labels, particularly those being developed in 
Europe, which provide misleading and incomplete information, 
could serve as a barrier to U.S. trade. 

Our position is that the Singapore Ministerial should direct the 
Subcommittees on Trade and the Environment to develop prin- 
ciples on eco-labeling that will promote their environmental goals 
while reducing the chances that they will become the source of 
trade disputes. 
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The objectives of eco-labeling programs are to provide informa- 
tion to consumers and to encourage the development and use of 
products with reduced environmental burdens. We agree with these 
objectives, and they are broadly shared by government, industry 
and the environmental community. 

A system modeled on the FTC guides for the use of environ- 
mental marketing claims is an excellent means of accomplishing 
this. The guides are based on the principles of truthfulness, sci- 
entific basis, verifiability and nondeceptiveness. The guides have 
been praised by environmental groups and businesses and have led 
to an increase in meaningful environmental labeling in the United 
States. 

While the Coalition strongly supports eco-labeling based on the 
approach embodied in the FTC guides, it is deeply concerned over 
one form of eco-labeling known as eco-seals, which have become 
more common overseas, particularly in Europe. An eco-seal is a 
type of eco-label that is a symbol awarded by a centralized certifi- 
cation panel that purports to judge the environmental effects of 
products and packaging and to tell consumers, with a single seal, 
which products and packaging are “best” for the environment. 

An example can be seen on the last page of my testimony. 

Our member companies’ 20 years of experience with eco-seals in 
Europe and elsewhere has shown that these programs have inher- 
ent unresolvable problems in both theory and practice. Specifically, 
the selection of criteria upon which an eco-seal is awarded is sub- 
jective rather than scientifically sound. They act as barriers to in- 
novation both for environmental progress and product performance. 
They do not educate consumers about the environmental attributes 
or tradeoff’s associated with the products they purchase, and they 
are barriers to trade because their criteria are frequently discrimi- 
natory and protectionist in nature. 

I would like to go a little further into the issue of science because 
it is integral to the development of criteria for any credible eco- 
seal. 

At this time, there is no objective way to scientifically determine 
which products and packaging are “best” for the environment. 
Products have different strengths and weaknesses from an environ- 
mental standpoint, even within the same category. For example, 
one product may have low energy consumption but generate rel- 
atively high solid waste. Another may have low solid waste but 
cause greater water pollution. 

Even within a single environmental parameter, there are trade- 
offs, and among different geographic areas, the relative priority of 
environmental issues varies. For example, detergents which use 
less water are more valuable in dry countries. As a result, the proc- 
ess of granting an eco-seal is inherently based on value judgments 
by the issuing organization. 

Eco-seal panels typically consist of government officials, compa- 
nies and experts from the country establishing the program. Faced 
with no objective means for trading off environmental attributes of 
products and sensitized to local concerns, the panels inevitably 
favor local products. We suspect that discrimination in favor of 
local products is often intentional. 



151 


Eco-seals have become sources of increasingly contentious trade 
disputes. Most recently, the European Union has issued eco-seal 
criteria for paper and pulp that threaten to shut U.S. producers out 
of European markets. We can expect trade disputes such as that 
brewing over paper to occur with increasing frequency as eco-seal 
programs expand. At the same time, we cannot permit U.S. prod- 
ucts to be discriminated against in violation of rules by pro- 
tectionist measures disguised as environmental measures. 

Mr. chairman, I also want to clarify what our Coalition does not 
oppose. Our Coalition has taken no position on labor labeling, 
which we believe is completely unrelated to the issues we raise. 
Moreover, we are not opposed to the use of symbols which clearly 
convey to consumers specific, verifiable information about the envi- 
ronmental attributes of products. 

Mr. Chairman, we look forward to continuing to work with your 
Subcommittee and other interested Committees in Congress to de- 
velop a strategy that will protect U.S. exporters while promoting 
the laudable goals of eco-labeling. 

Thank you. 

[The prepared statement and attachment follow:] 
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TESTIMONY OF ELIZABETH H.A. SEILER 
DIRECTOR OF ENVIRONMENTAL AFFAIRS 
GROCERY MANUFACTURERS OF AMERICA, INC 

Mr. Chairman and Members of the Committee: 

Thank you for the opportunity to testify today. I’m Elizabeth Seiler, 
Director of Environmental Affairs for the Grocery Manufacturers of America, and I am 
here today representing the Coalition for Truth in Environmental Marketing Information. 
The Coalition's members are American trade associations representing aluminum, forest 
and paper, chemical, plastic, electronic and food and consumer product industries. The 
Coalition's 1,200 U S. -based companies do over S900 billion dollars of business globally. 
With me today is Gary Horlick of O'Melveny & Myers, counsel to the Coalition. 

The Coalition's members support the sharing of environmental information with 
consumers through eco-labeling, but are concerned that certain eco-labels, which provide 
misleading and incomplete information, could serve as a barrier to U.S. trade. The 
Coalition is speaking here today because the WTO Committee on Trade and the 
Environment has taken up the issue of eco-labeling, one form of which has increasingly 
become a trade barrier. 

It is important that the Singapore Ministerial take action to ensure that 
rules concerning eco-labeling ensure progress towards the linked goals of environmental 
education and avoidance of barriers to U.S. trade. 

The objectives of eco-labeling programs are to provide information to 
consumers and to encourage the development and use of products with reduced 
environmental burdens. Wc agree with these objectives, and they arc broadly shared by 
government, industry, and the environmental community. 

Providing scientifically sound, useful, environmental information is an 
important and constructive way to help consumers make informed choices about the 
products and packaging they purchase. A system modeled on the Federal Trade 
Coininission’s Guides for the Use of Environmental Maiketing Claims (the "Guides") is 
an excellent means of accomplishing this. The Guides are based on the principles of 
truthfulness, scientific basis, verifiability and non-deceptiveness. A market-oriented 
environmental information sharing system, such as the Guides, encourages competition 
and innovation, and empowers consumers to make informed choices based on objective, 
scientific information about the environmental effects of products and packaging. The 
Guides reflect the new generation of government environmental policy-making which 
encourages innovation and flexible decision-making by manufacturers and consumers. 
The Guides have been praised by environmental groups and businesses, and have led to 
an increase in meaningful environmental labeling in the United States. 

While the Coalition strongly supports eco-labeling based on the approach 
embodied in the FTC Guides, it is deeply concerned over one form of eco-labeling, 
known as eco-seals, which have become more common overseas, in particular in Europe. 
For those on the Committee who are new to this issue, an eco-seal is a type of eco-label 
that is a symbol awarded by centralized certification panel that purports to judge the 
environmental effects of products and packaging and to tell consumers, with a single seal, 
which products and packaging are "best" for the environment. In other words, eco-seals 
connote environmental preferability. However, our member companies" twenty years of 
experience with eco-seals in Europe and elsev^re has shown that eco-seal programs 
have inherent, unresolvable problems in both dieory and practice. They neither 
encourage environmental progress in consumer markets, nor provide consumers with 
userid information that empowers them to make informed purchasing decisions. The 
specific problems with eco-seals are; 

• The selection of criteria upon which an eco-seal is awarded is subjective rather 
than scientifically sound. 

• They act as barriers to innovation ~ both for environmental progress and product 
performance. 
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• They do not educate consumers about the environmental attributes or tradeoffs 
associated with the products they purchase. 

• They arc barriers to trade, because their criteria are frequently discriminatory and 
protectionist in nature, whether by design or not. 

I would like to go a little into the issue of science because it is 

upon this issue that criteria for any credible eco-seal must rest. 

At this time, there is no objective way to scientifically determine which 
products and packaging are "best” for the environment. Eco>seal authorities cannot 
objectively reconcile environmental tradeoffs between different products, social 
infrastructures, or regional/national priorities. 

Products have different strengths and weaknesses from an environmental 
standpoint, even within the same category. For ex^ple, one product may have low 
energy consumption, but relatively high solid waste emissions. Another may have low 
solid waste, but cause greater water pollution. Even within a single environmental 
parameter there are tradeoffs. For example, products manufactured in most of Europe 
and the U.S. will use energy from natural gas or coal fired power plants, while those 
made in France use mostly nuclear power. Each of these power sources has different 
environmental characteristics that cannot be scientifically ranked by any "expert" panel. 
Finally, among different geographic areas, the relative priority of environmental issues 
varies. For example, in Spain, water is relatively scarce, and the laundry process in many 
areas is typically performed in normal temperature water. Thus, from a local standpoint, 
a detergent which reduces water use would be more environmentally meaningful than one 
that conserves energy. In Germany, where heated water is normally used, and water is 
relatively plentiful, the reverse is the case. The history of eco-seals is replete with failed 
efforts to paper over these unresolvable conflicts. 

As a result, the process of granting an eco-seal inherently is based on value 
judgments by the issuing organization. In practice, eco-seal systems often favor local 
manufacturers over foreign competitors by virtue of the way criteria are determined. 
Eco-seal panels typically consist of government officials, companies and experts from the 
country establishing the program. Faced with no objective, scientific means for trading 
off environmental attributes of products and sensitized to local environmental concerns, 
the panels inevitably favor local products. Although harder to prove, we suspect that 
discrimination in favor of local products is often intentional. 

Eco-seals have become sources of increasingly contentious trade disputes. 

Most recently, the European Union has issi»d eco-seal criteria for paper and pulp that 
threaten to shut U.S. producers out of European markets. Working with one of the 
Coalition's members, the American Forest &, Paper Association, the U.S. Government has 
been trying heroically for over a year to try to moderate the most discriminatory aspects 
of the EU program. Thus far, this effort has failed. The EU disregarded the valid 
concerns raised both by the U.S. Govemraent and U.S. industry (and their own European 
paper industry) and adopted controversial eco-seal criteria for copying paper in late July. 

We can expect trade disputes such as that brewing over paper to occur 
with increasing ftequency as eco-seal programs expand. These disputes and the way eco- 
seal programs operate and are administered could undermine the legitimacy of, and 
public confidence in, all eco-labeling programs, a result nobody wants. At the same time, 
we cannot permit U.S. products to be discriminated against in violation of WTO rules by 
protectionist measures disguised as environmental measures. 

The WTO Committee on Trade and the Environment (CTE) was 
established by the WTO Ministers in Marrakech with the stated aim of "making 
international trade and environmental policies mutually supportive." From the start, eco- 
labeling has been on the agenda of the CTE. The Coalition views the work of the CTE as 
an opportunity to resolve problems with eco-seal programs so that eco-labeling can 
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continue to develop without becoming the source of trade disputes. Our position is that 
the CTE should have on the agenda of its post>Singapore work program the development 
of principles on eco-labeling that will promote the environmental goals of eco-labeling 
while reducing the chances that eco-labels will become the source of trade disputes. 

Mr. Chairman, I have explained what the Coalition supports and opposes 
about eco-labeling. I also want to clahiy what the Coalition does not oppose. Our 
Coalition has taken no position on labor labelii^, which we believe is completely 
unrelated to the issues we raise. However, we do not perceive any conflict between our 
goals and means and those of proponents of Is^r labeling. Moreover, we are not 
opposed to the use of symbols which clearly convey to consumers specific, verifiable 
information about the environmental attributes of products. Likewise, our positions are 
not in conflict with the "dolphin-safe" label, which, again, conveys specific, objective 
information to consumers. 

Mr. Chairman, we look forward to working with your Committee and 
other interested Committees in Congress to develop a strategy that will protect U.S. 
exporters while promoting the laudable goals of eco-labeling. Thank you again for 
providing us with the opportunity to come before you today to discuss our concerns. 
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Chairman Crane. Thank you, Ms. Seiler. 

Mr. Aitken. 

STATEMENT OF BRUCE AITKEN, EXECUTIVE DIRECTOR, PRO 
TRADE GROUP, INC. 

Mr. Aitken. Thank you, Mr. Chairman. 

I am Bruce Aitken, a partner in the law firm of Aitken, Irvin, 
Lewin, Berlin, Vrooman & Cohen, and Pro Trade Group executive 
director. I have been asked to testify today by Ed Black, PTG chair 
and president of the Computer and Communications Industry 
Association. 

We commend the Subcommittee on conducting this hearing, par- 
ticularly in light of the fact that our understanding is that the op- 
erating Committees of the WTO will conclude their meetings to es- 
tablish the agenda for the ministerial by the middle of next month. 

We have three issues that I will briefly comment on today. We 
intend to discuss these and other issues more fully in a posthearing 
submission. 

They are, first, the implications for the WTO of the harmoni- 
zation of manufacturing standards; second, the need for a tele- 
communications agreement, and third, implementation of the Uru- 
guay round issues. 

As to the first issue, we believe that the goal of global harmoni- 
zation of manufacturing standards should be addressed at the min- 
isterial. We believe this issue could and should be addressed within 
the context of the WTO’s Technical Barriers to Trade Committee 
and its Trade and Environment Subcommittees. We commend the 
administration for its support of the achievement of the goal of 
global harmonization of manufacturing standards through, among 
other things, mutual recognition agreements. This, after all, re- 
duces the cost of manufacturing, which is what the WTO is all 
about, facilitating trade. 

Over the last year, for example, this has been the focus of the 
Trans-Atlantic Business Dialog. If this serves as a model and pre- 
cursor for truly global harmonization, then we support its goals. 

However, we are concerned with its focus on the UN Economic 
Commission for Europe Working Group 29 as the vehicle for global 
harmonization. While this group has focused on related issues for 
nearly 30 years, it would need to broaden its global make-up, in- 
cluding membership by the United States, and outlook to fill the 
role needed to achieve the goal of global harmonization. 

The recent proposals in hearings held in July by the U.S. Depart- 
ment of Transportation and the Environmental Protection Agency 
to reform Working Party 29 in the context of possible harmoni- 
zation of automotive standards are such threat as to call into ques- 
tion the likelihood of such changes, at least in the near future. 

By contrast, the WTO has the stature to coordinate these inter- 
ests of concerned governments and to discuss global harmonization. 
In fact, it may indeed facilitate the reform of UN Working Party 
29. 

We have attached to our testimony a memorandum of law that 
describes the negotiating history of these Committees and the basis 
for raising these issues within the context of the WTO, and we ask 
that that be included as part of the record of the hearing. 
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The second issue that we wish to address briefly is that we be- 
lieve that at the WTO Ministerial, the progress of negotiations on 
basic telecommunications services should be reviewed. As you 
know, the negotiations were originally scheduled to conclude on 
April 30, 1996 but have been extended until February 15, 1997. A 
number of our members were disappointed at the failure to con- 
clude these talks last April, but remain hopeful that a final agree- 
ment will be reached. We urge an emphasis in Singapore on the 
importance of achieving a competitive global marketplace for tele- 
communications services and a call for all countries to submit of- 
fers that conform to WTO regulatory principles. 

Third, we join with many others in calling for a focus on imple- 
mentation of the Uruguay round agreements. As Members of the 
Subcommittee well know, the Uruguay round agreements include 
175 notification requirements that the various agreements are 
being implemented. Yet WTO Director General Ruggiero has re- 
ported that for some of the agreements, notification of compliance 
has been poor, and he has noted concerns about the lack of com- 
pleteness and comparability of the notifications. 

Finally, in our post-hearing submission, we intend to address a 
number of other issues, including WTO dispute resolution. 

Again, we commend the Subcommittee on the timeliness and 
importance of this hearing and thank you for the opportunity to ap- 
pear. 

[The prepared statement and attachments follow:] 
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TESTIMONY OF BRUCE AITKEN, EXECUTIVE DIRECTOR, 
PRO TRADE GROUP, ON THE DECEMBER, 1996 
WTO MINISTERIAL MEETING 


Mr. Chairman, tnemhers of the Subcommittee, thank you for the 
opportunity to mpear tojay. My name is Bruce Aitken, I am a partner in the 
Washington, D.C. law firm of Aiflzen Irvin Lewin Berlin Vrooman & Cohn and 
serve as Executive Director of the Pro Trade Group. 

We understand that the operating committees of the World Trade 
Organization (^^O) will conclude their recommendations for discussion items 
for the agenda of the December, 1996 Ministerial meeting hy mid-Octoher. As 
such, we commend the Subcommittee on organizing this hearing and urge the 
Congress and the Administration to strongly express the concerns and views of 
U.S. industry as to legislative items for discussion at the Ministerial meeting. 

The Pro Trade Group is a broad coalition of U.S. -based companies and 
organizations that represent U.S. exporters, importers and consumers, including 
manufacturing, agricultural, wholesaling, retailing, service and civic interests, 
which actively seek to develop competitive markets and promote trade. It was 
founded in 1986 and is committed to expanding, not restricting, trade and 
promoting policies which achieve that goal and resultant economic prosperity. We 
were actively involved in the development and passage of the Omnibus Trade and 
Competitiveness Act of 1988 and played an equally active role in the 
consideration and enactment of Uruguay Round (UR) implementing legislation. 
We are committed to helping develop and implement constructive, trade 
expanding policies, laws and regulations. The positions of the PTG represent a 
consensus view although PTG participants may have varying views on particular 
issues. 

As the PTG is a coalition of diverse U.S. companies and associations, we 
intend to file a comprehensive submission to the SiJwommittee later this month. 
Today, we wish to highlight just a few of the issues of concern to our members. 

First, we teli eve that the goal of global harmonization of manufacturing 
standards shoiJd he discussed at the WTO Ministerial. This issue, we beli eve, 
could and sbo uid be raised by tbe United States witbin tbe context of tbe WTO's 
Technical Barriers to Trade Committee and the Trade and Environment 
Committee. We commend the Administration for its support for achievement of 
the goal of global harmonization of manufacturing standards through, 
other things, mutual recognition agreements. Over the last year, e.g., 
been the focus of the TransAtlantic Business Dialogue, if this serves as a model 
and precursor for truly global harmonization, we support its goals. However, we 
are concerned with its focus on the UN Economic Commission for Europe 
Working Party 29 as the vehicle for global harmonization. While this group has 
focused on rela ted issues for nearly 30 years, it would need to broaden its global 
makeup and outlook to fill the role needed to achieve the goal of global 
harmonization. The recent proposals of the U.S. Department or Transportation 
and the Environmental Protection Agency for reform of Working Party 29, in 
the context of possible harmonization of automotive manufacturing standards, are 
of such breadth as to call into Question the likelihood of such changes, at least in 
the near future. Further, UN Working Party 29 woiJd need to broaden its global 
make-up and outlook to fill the role needed to ser ve as a viable vebicle for 
negotiating global barmonization. By contrast, tbe WTO bas the stature to 
coordinate the interests of concerned governments to discuss the goal of 
harmonization. 
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Tecknical Barriers to Trade Committee and its Trade and Environment 
Committee. 

Second, we kelieve tkat at ike WTO Ministerial, tke progress of 
negotiations on kasic telecommunications services skould ke reviewed. As you 
know, tke WTO kas sponsored negotiations witk over 50 nations, including tke 
United States, to ackieve an agreement likeralizing trade in telecommimications 
services. The negotiations were originally sckeduled to conclude on April 30, 
1996 , kut kave keen extended until Fe bruary 15. 1997. A numker of our 
memkers were disappointed at tke failure to conclude tke talks on April 30, kut 
remain kopeful tkat a final agreement will ke reacked. We urge an empkasis, in 
Singapore, on tke importance of acKieving a competitive glokal marketplace for 
telecommunications services and a call for all countries to sukmit offers tkat 
conform to tke WTO regulatory principles. 

Tkird, we join witk many otkers in ca lling for a focus on implementation 
of tke UR. As tke memkers of tke Sukcommittee well know, tke UR agreements 
include 175 notifi catio n requirements tkat tke various agreements are keing 
implemented. Yet WTO Director-General Renato Ruggiero kas reported tkat, 
for some of tke agreements, notification of compliance kas keen poor an d ke kas 
noted concerns akout tke lack of completeness and comparakility of tke 
notifications and akout tke administrative kurden of complying witk tke 
requirements. 

Finally, in our post kearing sulmission, we intend to address a numker of 
otker issues, including the WTU dispute resolution process, among others. In 
that submission, we intend to offer a comparative analysis of the d^ute 
resolution mechanisms of the U.S. -Israel and U.S. -Canada Free Trade 
Agreements, the NAFTA and the WTO, with some policy recommendations. 

Thanh you. We will look forward to working with the Subcommittee on 
this important subject. 
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MEMORANDUM TO THE FILES 
FROM. Bruce Aitken and Martin J. Lewin 

RE. HARMONIZATION OF MANUFACTURING STANDARDS - 

BACKGROUND INFORMATION ON THE WTO’S COMMITTEES ON 
TECHNICAL BARRIERS TO TRADE AND ENVIRONMENT 


I. OVERVIEW 

The goal of global harmonization of manufacturing standards should be discussed at the 
December, 1996 World Trade Organization (WTO) Ministerial meeting in Singapore. This issue, 
we believe, could and should be raised by the United States within the context of the WTO’s 
Technical Barriers to Trade Committee and its Trade and Environment Committee. The 
Administration has supported achievement of the goal of global harmonization of manufacturing 
standards through, among other things, mutual recognition agreements Over the last year, eg, 
this has been the focus of the Trans* Atlantic Business Dialogue (TABD) If this serves as a model 
and precursor for truly global harmonization, wc support its goals However, both the 
Administration and the TABD have focused on the UN Economic Commission for Europe 
Working Party 29 as the vehicle for global harmonization. While this group has focused on 
related issues for nearly 30 years, it would need to broaden its global makeup and outlook to fill 
the role needed to achieve the goal of global harmonization The recent proposals of the U .S 
Department of Transportation (DOT) and the Environmental Protection Agency (EPA) for 
reform of Working Party 29, in the context of possible harmonization of automotive 
manufacturing standards, are of such breadth as to call into question the likelihood of such 
changes, at least in the near future. Further, UN Working Party 29 would need to broaden its 
global make*up and outlook to fill the role needed to serve as a viable vehicle for negotiating 
global harmonization The United States, e g., is not a participant and the DOT/EPA proposals 
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for reforming this entity raise questions of whether it is a viable forum for this matter, at least in 
the near future. By contrast, the WTO has the stature to coordinate the interests of concerned 
governments to discuss the goal of harmonization 

The following discusses the pertinent background of the Uruguay Round (UR) 
negotiations and the mandates of the WTO’s Committees on Technical Barriers to Trade, and 
Trade and the Environment. 

n. DISCUSSION 

A. URUGUAY ROUND NEGOTIATIONS 

1 . The background of the negotiations is instructive as to the issue of the possible 
discussion of manufacturing standards harmonization at the WTO’s December, 1996 Ministerial 
The operative section of the UR, on its objectives, reflects the considerations set out in its 
preamble. Among other things, the negotiations were aimed at strengthening the role of the 
GATT system, including its responsiveness to the evolving consensus to improve environmental 
standards. 

2 Nine “MTN Agreements and Arrangements” were negotiated in the Tokyo Round 
The Punta del Este agreement called for them to be improved, clarified and expanded, ’‘as 
appropriate”. At the conclusion of the Tokyo Round, five codes, to a greater or lesser extent, 
were identified as the subject of future negotiations They were the agreements on technical 
barriers to trade (referred to as the “standards code”), the government procurement code, 
customs valuation, import licensing, and dumping (the “antidumping code”) 

3. The >^TO entered into force on January 1, 1995, pursuant to the Final Act 
Embodying the Results of the Uruguay Round of Multilateral Trade Negotiations of December 
15, 1993, and the April 15, 1994 Marrakesh Agreement Establishing the WTO and adopted by 
Ministers representing 124 government and the European Communities. 

4 The objectives of the TBT Committee are set forth in the UR preamble. While 
qualified to ensure that members countries are not prevented from taking measures necessary to 
ensure the quality of a country’s exports, to protect health or the environment, or prevent 
deceptive practices, the preambles include the following elements, in pertinent part 

Recognizing the important contribution that international standards 
and conformity assessment systems can make in this regard by 
improving efficiency of production and facilitating the conduct of 
international trade 

Desiring therefore to encourage the development of such 
international standards and conformity assessment systems; 


Desiring however to ensure that technical regulations and 
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standards, including packa^g, marking and labeling requirements, 
and procedures for assessment of conformity with technical 
regulations and standards do not create unnecessary obstacles to 
international trade. 


« * • « * 

Recognizing the contribution which international standardization 
can make to the transfer of technology from developed to 
developing countries. 

Recognizing that developing countries may encounter special 
difficulties in the formulation and application of technical 
regulations and standards and procedures for assessment of 
conformity with technical regulations and standards, and desiring to 
assist them in their endeavors in this regard 

5. Both agreements call upon the member countries to work to harmonize technical 
regulations, that is, enforceable measures, as wide a basis as possible In this regard. Article 2 6 of 
Uruguay TBT provides. 

With a view to harmonizing technical regulations on as wide a basis 
as possible, members shall play a frill part, within the limit of their 
resources, in the preparation by appropriate international 
standardizing bodies of international standards for products which 
they have adopted, or expect to adopt, technical regulations. 

6. A significant addition under the Uruguay Round TBT is Article 6, Recognition of 
Conformity Assessment by Central Government Bodies Article 6,1 provides in pertinent pan: 

With respect to their central government bodies: 

6. 1 Without prejudice to the provisions of Article 6, paragraphs 3 and 
4. Members shall ensure, whenever possible, that results of 
conformity assessment procedures in other Members are accepted, 
even when those procedures differ from their own, provided they 
are satisfied that those procedures offer an assurance of conformity 
with applicable technical regulations or standards equivalent to their 
own procedures 

In addition, Article 6.3 provides; 

6.3 Members are encouraged, at the request of other Members, to be willing to 
enter into negotiations for the conclusion of agreements for the mutual 
recognition of results of each other’s conformity assessment procedures 
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Members may require that such agreements fulfil the criteria of Article 6, 
paragraph I, and give mutual satisfaction regarding their potential for 
facilitating trade in the products concerned 

7. Read in conjunction with Article 2 6. these provisions provide an obvious basis for 
member countries to pursue the goal of for harmonization of manufacturing standards within the 
WTO. Also, in informal discussions with the WTO Secretariat staff responsible for TBT 
Agreement, we understand that the WTO is looking to member country interest in developing 
Article 6 This in turn, may depend on the position of manufacturers with their governments 

B. TECHNICAL BARRIERS TO TRADE COMMITTEE 

1 . As indicated in 4/1 5/96 letter to us, the WTO’s Trade and Environment Division 

stated: 

’’Harmonization is one of the main principles of the WTO 
Agreement on Technical Barriers to Trade In order to improve 
economic efficiency and to minimize obstacles to trade that could 
be created by national differences in technical regulations, standards 
and procedures for conformity assessment, the TBT Agreement 
encourages harmonization through the use of international 
standards, the acceptance of the technical regulations of other 
Members as equivalent, and mutual recognition of conformity 
assessment procedures.” 

2 As the WTO’s own history of the Uruguay Round negotiations stated, “the 
agreement on technical barriers to trade •• familiarly known as the “standards codes”, or in the 
jargon of the officials concerned, “TBT’ — was perhaps the most successful of the Tokyo Round 
Agreements”, which concluded in November, 1979.' The Tokyo Round standards code was 
designed to ensure that international trade would not be unnecessarily burdened by technical 
regulations and standards. In general, the Code had been concerned with rules that establish what 
characteristics a product must have, e g., its performance, size or safety In the UR, what some 
countries sought was iurlher improvement, clarification and/or expansion of the agreement 

3 The 1979 Code focused on setting obligations that would apply between the 
central goverrunenls which signed it. It did not cover non-govemmental bodies or “second-tier ’’ 
government agencies (e g., provincial governments). It only provided that signatory governments 
should take reasonable measures as may be available to them to comply with the code. In the UR 
negotiations, the European Commuruty proposed a Code of Good Practice for the Preparation, 
Adoption and Application of Standards in Annex 3 of the Agreement as Technical Barriers to 
Trade. This was designed to attempt to translate the main obligations under the Code — national 
and most-favored nation treatment, the use of international standards and transparency — into 
operational guidelines that would be submitted to these bodies for acceptance 


See, Croome, John. Reshaping the World Trading System . (WTO 1985) at p 5 
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4. The WTO’s Committee on Technical Barriers to Trade was established as part of 
the UR Agreement on Technical Barriers to Trade Article 13 of that Agreement provides: 

“There shall be established under this Agreement; 

13.1 A Committee on Technical Barries to T rade composed of representatives 
from each of the Members (hereinafter referred to as *Hhe Committee”). 

The Committee shall elect hs own Chairman and shall meet as necessary, 
but no less than once a year for the purpose of affording members the 
opportunity of consulting on ar^ matters relating to the operation of this 
Agreement or the furtherance of its objectives, and shall cany out such 
responsibilities as assigned to it under this Agreement or by the Members.” 

5. In the negotiations, the Uruted States finally was persuaded to accept the EC 
proposal for a Code of (^od Practice. Among other things, it aims to “ensure that standards are 
not prepared, adopted or applied with a view to, or with the effect of, creating unnecessary 
obstacles to trade.” Agreement on this code was helped by a proposal from the International 
Organization for Standardization (ISO) that it should cooperate in defining what represents good 
practices. The ISO’s membership includes both governmental and non-governmental standards 
bodies It has cooperated closely with the GATT on the operation of the Tokyo Round Code and 
its support for the Code of Good Practice made its possible for negotiators to reach an agreement 
which channeled reporting procedures through it. 

6. Finally, a Ministerial decision was made “to recommend that the Secretariat of the 
World Trade Organization reach on understanding with the International Organization for 
Standardization (ISO)” to establish an information ^stem. 

7 Clearly, the Standards Code has evolved It is in this context that we believe it 
appropriate for the WTO’s TBT Committee to consider a possible formal encouragement to 
WTO members of harmonization of manufacturing standards as an important trade liberalizing 
goal 


C. TRADE AWDENVmQNMENT COMMITTEE 

1 . This Committee has none of the history of the TBT Committee Until the end of 
the UR negotiations, environmental issues were addressed in the preamble to the UR Agreement 
but the decision to establish a standing environmental committee was left for a post-round work 
program. The preamble states, in part, that “relations in the field of trade and economic endeavor 
should be conducted with a view to raising standards of living . seeking both to protect and 
preserve the environment and enhance the means for doinp so” (Emphasis added) 

2 At the April 12-15, 1994 Marrakesh meeting, the Ministers decided to direct the 
first meeting of the WTO’s General Council to establish a Committee on Trade and Environment. 
The Ministerial decision directed the Committee to address several matters, including “the 
relationship between the provisions of the Ministerial trading system and . . (b) requirements for 



165 


environmental purposes relating to products, including standards and technical regulations ” It 
also directed the Committee to repon to the first Ministerial Conference, which is the December, 
1996 meeting in Singapore. 

3 . The Committee was charged with the “aim of making international trade and 
environmental policies mutually supportive”, including “requirements for environmental purposes 
relating to products ...” We believe that an appropriate goal for international manufacturing is to 
attempt to persuade the WTO’s Trade and Environment Committee to consider including in its 
report to the Ministerial Conference recognition that tnily global harmonization of international 
manufacturing standards is consistent with its mandate and goals and, further, that inconsistent 
standards represent an obstacle to open trade. This issue could be considered by the WTO 
Committee in terms of mutual recognition 

m. CONCLUSION 

The focus of the Administration, and the TABD, on achieving progress towards global 
harmonization of manufacturing standards through UN Working Party 29 is problematic An 
effort to reach a consensus at the WTO Ministerial to reaffirm the goal of a global harmonization 
of manufacturing standards would appear to be a worthwhile exercise in its own right and, 
further, may have the added benefit of creating an environment which facilitates reform of UN 
Working Party 29. 
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Chairman Crane. Thank you, Mr. Aitken. 

Mr. Samuel. 

STATEMENT OF HOWARD SAMUEL, EXECUTIVE DIRECTOR, 

LABOR/INDUSTRY COALITION FOR INTERNATIONAL TRADE 

Mr. Samuel. Thank you, Mr. Chairman. 

I am here, along with my colleague Mr. Regan, on behalf of the 
LICIT, Labor/Industry Coalition for International Trade, which is 
a coalition of businesses and companies that work together in sup- 
port of increased, balanced and equitable international trade. As is 
our custom when we testify at Committee hearings such as this, we 
are represented by someone from the labor movement — I spent a 
number of years in the labor movement before becoming associated 
with LICIT — and Mr. Regan is a division vice president of Corning, 
Inc. 

The trade policy issues arising as U.S. officials prepare for Singa- 
pore are important to LICIT’s company and union members. While 
LICIT has been active across a spectrum of WTO issues — and our 
full testimony touches on a number of those issues — ^today we will 
just focus on two. I will talk briefly about competition policy, and 
Mr. Regan will discuss the issues regarding dispute settlement. 

Competition policy is a trade issue. LICIT and particularly its 
subsidiary, the Coalition for Open Trade, are deeply concerned 
about the problem of private anticompetitive practices abroad and 
government toleration of such practices. Inadequate and uneven 
discipline over anticompetitive practices harms U.S. trade interests 
and is one of the major trade policy problems the U.S. Government 
will have to tackle in the years ahead. 

While perhaps primarily a concern with respect to Japan and 
Europe today, this problem will only magnify as other trading na- 
tions shed their formal, government-imposed trade barriers and 
private restraints take on added commercial significance. 

Our members have first-hand experience in this area. The Coali- 
tion for Open Trade has led the way in documenting the problem 
and spurring debate on solutions, starting with our first report 
published in 1991. Among the many sectors where we have docu- 
mented anticompetitive practices as a market access problem are 
paper, glass, steel, autos and auto parts, and heavy electrical 
equipment. 

Our message concerning competition policy in the Singapore Min- 
isterial is a simple one. We have two main points. First, focus on 
competition policy, not antidumping. While interested in multilat- 
eral progress on ACPs, anticompetive practices, we are quite 
alarmed by recent suggestions that this could be a way of reopen- 
ing antidumping issues. The U.S. Government, we believe, must 
prevent this. Antidumping is a separate issue. The focus of multi- 
lateral competition policy discussions should be on the ways in 
which ACPs and support for or toleration of such practices by Na- 
tional Governments restrict the ability of foreign businesses to con- 
test markets. We believe that such an inquiry will clearly show 
that ACPs and differential antitrust responses by National Govern- 
ments affect competition within markets. 

There is no reason why a competition policy initiative needs to 
involve any consideration of antidumping or other trade policy 
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measures. In addition, the WTO antidumping rules were just re- 
cently renegotiated. They should be allowed to work, and the new 
WTO Committee on Antidumping used for airing reform proposals. 

Finally, “compromise” language in the ministerial communique 
should be avoided. Too often, international efforts to begin address- 
ing competition policy have resulted in statements that focus on 
both antidumping and uneven antitrust enforcement, as if both 
were problems in need of correction. The United States should not 
sign on to any such statement at Singapore. 

Our second goal we believe should be that we set a modest, 
achievable goal for the near future. Antitrust cooperation is not 
enough and probably not feasible. For a variety of reasons, coopera- 
tion among antitrust authorities is not an adequate substitute for 
market access efforts. There is no clear prospect for success in rely- 
ing on traditional antitrust approaches to solve market access prob- 
lems, and a limited track record at best to date, despite the best 
of intentions. 

For now, multilateral efforts in this area should focus on fact- 
gathering rather than rulemaking. The goal should be to identify 
barriers to market access that are not adequately covered by inter- 
national commitments and that may not be reachable under cur- 
rent rules and dispute settlement. 

Meanwhile, the United States must continue to address bilat- 
erally, through section 301, foreign government toleration of pri- 
vate restraints that block U.S. exports to, or investment in, foreign 
markets. As with intellectual property rights, such an approach 
will enhance our ability to bring this issue into the multilateral 
system with appropriate rules at a later date. 

Thank you. 

Chairman Crane. Thank you, Mr. Samuel, and before you com- 
mence, Mr. Regan, our colleague, Amo Houghton, apologizes for his 
inability to be here; he had a conflict with another engagement. 
Please proceed. 

STATEMENT OF TIMOTHY REGAN, VICE PRESIDENT, CORNING- 
ASAHI VIDEO PRODUCTS, INC., CORNING, NEW YORK 

Mr. Regan. Thank you, sir. 

Mr. Chairman, Mr. Rangel, I am in the unenviable position of 
standing between you and the end of this hearing so you can go 
to dinner, so I am going to make it real quick. 

My name is Tim Regan, and I am with Coming, Incorporated. 
We are a founding member of the organization, LICIT, which has 
been around for over a decade. We are proud of our participation 
because we are one of the few organizations where you really find 
some collaboration and cooperation between labor and business. We 
are proud of the association. 

The dispute settlement process has been used aggressively by the 
United States. We have filed some 17 cases, and our government 
appears to be going after them aggressively. We do not know what 
the outcome of this effort is going to be because we have not gotten 
the results, but the will so far seems to be there. 

I should also say that the agreement is going to be up for recon- 
sideration in 4 years; there is a 4-year trial period in it. We think 
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this ministerial coming up is an opportunity to send a couple of sig- 
nals to the rest of the world about dispute settlement. 

The first signal is that it is not going to interfere and should not 
interfere with the things we have to do bilaterally. The dispute set- 
tlement is there to deal with problems that are currently within 
the system and can be dealt with in the system. As we all know, 
the agreement was not all-encompassing. There are certain prac- 
tices and certain problems that remain outside the agreement. The 
United States should tell the rest of the world that, going forward, 
we are going to continue to pursue resolution of those problems 
using the normal U.S. tools for bilateral resolution, including 
section 301. 

Number two, we have got to make it clear to the world that 
clearly — and I think Charlene Barshefsky did this today — the dis- 
pute settlement process does not violate any country’s sovereignty. 
This is a very important point. There has been a lot of talk about 
sovereignty. The fact of the matter is that if you get a decision that 
is made against you in the dispute settlement process, you do not 
have to conform. You can compensate the other parties. You can 
face some form of retaliation, but they cannot change our laws, and 
we need to make that clear, and we need to reinforce that concept, 
both domestically and internationally. 

Finally, there is lots that we can do to make this system more 
transparent. Now that it is becoming the primary method for re- 
solving problems. We used to just go to USTR and they would work 
out a solution; whether it was the 301 solution or some other solu- 
tion, they would take care of it. We knew whom we were dealing 
with. Not anymore. Now, we are going to go to USTR, and they are 
going to go into an international court, and there is going to be a 
lot of activity in that international court. As private interests that 
are affected by the outcome of this discussion, we want to be in- 
volved in that process, and we think USTR knows that, and they 
are trying to do it. 

One thing we would like to have is the ability to get access to 
briefs that are submitted. Up until now, we have not been able to 
get anything. Just about 2 months ago, USTR was able to get the 
rest of the world to agree that they are going to start making panel 
decisions, at least, the final outcome, available; they are going to 
derestrict those decisions and make them available to public 
interests. 

The second thing we would like to provide for is the possibility 
for public hearings. We would like to be able to participate — ^by 
“participate,” I mean observe, at least — the hearings that are being 
undert^en on our behalf, except in instances where there is clear- 
ly confidential information being utilized. 

Third, we would like to participate. Amicus briefs. We can do it 
in U.S. courts; why not do it in international courts? 

And then, of course, we want to have some control on the WTO’s 
use of outside experts; use such experts only when they are re- 
quested and approved by both parties to the dispute. 

Those are some areas where we can make improvements, and I 
think that the USTR folks are interested in transparency. Here are 
some specific suggestions. 
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Now, in terms of domestically, what we need to do — that is, how 
do we need to reinforce the dispute settlement process in the 
United States — I will give you a couple of ideas. 

One is to pass and to enact the so-called Dole bill, the WTO 
Review Commission bill, which has been introduced in the House 
as H.R. 1334. 

Another way is to ensure that we have continued effective en- 
forcement of our trade laws, the unfair trade laws, and we think 
that that is happening and ought to continue to happen. 

A third way is to ensure that we have aggressive enforcement of 
the trade agreements. We are very pleased by what happened in 
the Commerce Department and USTR when they set up these of- 
fices of compliance because now we are going to make sure that 
folks really do live up to their international obligations. 

I appreciate your patience. Thank you. 

[The combined prepared statements follow:] 
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Statement of 

The Labor-Industry Coalition for International Trade 
(LICIT) 

on 

The Singapore WTO Ministerial 

Submitted to the Committee on Ways and Means 
SubcommittM on Trade 

September II, 1996 


We appreciate the opportunity to testify on the Singapore WTO Ministerial. This 
statement sets out the views of the Labor-Industry Coalition for International Trade (LICIT). 
LICIT, along with its subsidiary, the Coalition for Open Trade, brings companies and unions 
together to advocate increased, balanced and equitable international trade. Companies and labor 
organizations that have joined in recent LICIT statements on trade policy arc American Flint 
Glass Workers; Association for Manufacturing Technology; Bethlehem Steel; Chrysler 
Corporation; Cincinnati Milacron; Communications Workers of America; Coming Inc.; Industrial 
Union Department (AFL-CIO); Intel Corporation; International Brotherhood of Electrical 
Workers; International Union of Electronic Workers; Motorola Inc.; UNITE; United Rubber 
Workers; and United Steelworkers of America. 


1. iDtroduction 

The trade policy issues arising as U.S. officials prepare for the Singapore Ministerial are 
important to LICIT’s company and union members. While LICIT has been active across the 
spectrum of WTO issues, our written statement focuses mainly on a few which we view as 
especially high priorities. It also contains some suggested internal measures to complement the 
external U.S. trade policy agenda. 

One key issue, of course, is the candidacy of China and Taiwan for WTO membership. 
LICIT welcomes the Subcommittee's decision to consider that important issue in a separate 
hearing, and we plan to participate by submitting a short written statement of our views. 

With regard to the other WTO issues, it is worth remembering that we have recently 
completed the biggest and most comprehensive trade negotiations in history. The results included 
more than fifty agreements, understandings and Ministerial decisions covering several hundred 
pages. We will not know for many years the full effects of these agreements, many of which are 
being phased in over an extended period. 

WTO Members need a period to incorporate, understand and adjust to ail of these new 
agreements. Accordingly, there should be reasonable and relatively modest expectations for the 
first WTO Ministerial. LICIT recommends a cautious approach, seeking incremental progress, 
in each of the three major areas: implementation, built-in agenda, and new issues. 


n. ImplemeDtatioD 

One important yet underemphasized goal of the Ministerial is to take stock of progress 
(and any problems) in Members’ implementation of the Uruguay Round agreements, liiis does 
not mean simply adherence to tariff phaseout schedules but also includes, for example, 
notification of subsidies, of new trade laws, and of trade-related investment measures. Such 
notification mechanisms figure among the important achievements of the Uruguay Round and, 
properly utilized, will help to lay the groundwork for more beneficial agreements in the future. 
The U.S. Administration appears to be doing a good job in this area, both in implementing U.S. 
obligations and in tracking other countries’ implementation of theirs. 
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ni. Buik'lii/AuComattc Agenda 

This category comprehends a large number of issues. Those of greatest interest to 
LICIT’s members are discussed below. 

A. WTO Dispute Settlement 

The new rules embodied in the WTO Dispute Settlement Understanding (DSU) are subject 
to review after an initial four-year trial period. It is not too soon to begin establishing parameters 
for this review at the Ministerial level. How can WTO dispute settlement -- the very heart of the 
system — command U.S. industry’s support? 

• It must not interfere with bilateral market-opening initiatives. The WTO agreements do 
not address all the important barriers in the world. U.S. Government market-opening 
efforts must continue in areas where WTO disciplines do not apply, and the WTO agree- 
ments cannot be allowed to operate as an impediment. Our delegation at Singapore 
should reiterate that section 301 continues to be available in this context and will continue 
to be used . They should also make clear that extension of the new DSU rules is not a 
foregone conclusion, and that a key factor influencing the U.S. position on extension will 
be the degree to which those rules have impeded U.S. efforts to address trade barriers that 
cannot be effectively addressed under the WTO’s substantive rules. (WTO Members 
should be in favor of market opening efforts that go beyond GATT and may build a 
foundation for future GATT efforts. As with regional free trade agreements, where these 
efforts are GATT-plus, they should be seen as strengthening the global trading system.) 

• It must not violate Members* sovereignty. The intent of the DSU is to allow Members 
to adjudicate those practices which violate WTO rules or nullify or impair WTO benefits. 
Members retain the sovereign right to keep in effect measures found to violate WTO 
rules, and to compensate injured trading partners or, in the alternative, accept trade retalia- 
tion. A country can comply fully with its WTO obligations by negotiating a compensa- 
tion package deemed acceptable by the complaining country. This flexibility is a corner- 
stone of the WTO system and must not be eroded in any way. 

• It must operate transparently. The United Slates was only partially successful in its 
effort during the Uruguay Round to increase the transparency of the WTO/GATT dispute 
settlement system. LICIT supports continuation of the U.S. Government’s effort and ap- 
plauds the USTR’s recent announcement of progress in this area. 

• Public briefs: DSU rules should make all briefs and arguments available to the 
public, except for those (rare) portions of a clearly business-proprietary nature. 
The renegotiated DSU should require parties to release non-confidential summaries 
of their briefs during the dispute settlement proceeding to which they relate. 

• Public hearings: Meetings of dispute settlement panels should generally be open 
to the public, subject to temporary closure only when material of a clearly 
business confidential nature is being reviewed. 

• Public participation: The United States should seek recognition, if any is neces- 
sary, that national delegations in the dispute settlement process may include 
representatives of private sector interests. The DSU should also be amended to 
permit the submission of amicus briefs by non-govemmental parties generally 
supportive of their government’s position and having a clear and direct interest in 
the outcome of a case. 

• Controls on use of experts: WTO panels should be permitted to consult outside 
experts only with the knowledge, and at the request, of the litigating governments. 

B. Other “Built-In” Issues 

• Expiring provisions. Many provisions of the WTO agreements expire by their own terms 
aftw a certain number of years unless extended. While actual decisions on extension may 
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be a few years away in some of these areas, as with the DSU review, it is not too soon 
to start establishing appropriate parameters. As an example, the WTO Agreement on 
Subsidies and Countervailing Measures contains a new category of non-actionable or 
"greenlighted" subsidies. This hole in the multilateral anti>subsidy rules only encourages 
the trade-distorting behavior of other governments. At Singapore and during the months 
that follow, our negotiators should make clear the United States will oppose extension of 
the greenlight category after the initial 5-year trial period absent an affirmative demon- 
stration that the new rules have on balance strengthened, rather than weakened, subsidy 
discipline. 

Additional tariff negotiations/ITA. There may be some scope for additional/accelerated 
tariff liberalization, within the coniines of existing tariff cutting authority. The proposal 
for an Information Technology Agreement (ITA) is an example of this, and is something 
LICIT supports. In determining the coverage of such an agreement, negotiators should 
focus on those IT sub-sectors that clearly have a net export potential. For some (a 
minority of) IT sub-sectors, inclusion in an ITA may not make sense from a U.S. trade 
policy perspective. 

Reciprocal opening of telecom services markets. LICIT supports the Administration’s 
insistence on full market-opening commitments in the telecom sector. These negotiations 
affect a number of important manufacturing sectors. If acceptable commitments from a 
critical mass of trading partners do not materialize, the United States must be willing to 
take an MFN exemption as it did in the financial services sector to ensure adequate 
market-opening leverage going forward. 


EV. New Issues 

Given the enormity of what was recently negotiated, and the extent of unfinished WTO 
business already needing attention, the U.S. Government has wisely sought to be selective in 
admitting "new issues" for WTO consideration. New issues should not be ignored but certainly 
should not be the Ministerial’s main focus. LICIT’s views on the new issues are as follows: 

A. Competition Policy as a Trade Issue 

LICIT and particularly its subsidiary, COT, are deeply concerned about the problem of 
private anticompetitive practices (ACPs) abroad and government toleration of such practices. 
Inadequate and uneven discipline over ACPs harms U.S. trade interests and is one of the major 
trade policy problems the U.S. Government will have to tackle in the years ahead. While perhaps 
primarily a concern with respect to Japan and Europe today, this problem will only magnify as 
other trading nations shed their formal, government-imposed trade barriers and private restraints 
take on added commercial significance. 

Our members have first-hand experience in this area. COT has led the way in document- 
ing the problem and spurring debate on solutions, starting with our first report published in 1991. 
Among the many sectors where we have documented ACPs as a market access problem are paper, 
glass, steel, autos and auto parts, and heavy electrical equipment. 

• Competition policy, not antidumping, is the issue. While interested in multilateral 
progress on ACPs, we are quite alarmed by recent suggestions that consideration of this 
issue could be misused as a way of reopenii^ the Agreement on Antidumping. The U.S. 
Government must prevent any such reopening. 

• The issues are separate: The focus of multilateral competition policy discussions 
should be on the ways in which ACPs, and support for or toleration of ACPs by 
national governments, restrict the ability of foreign businesses to contest markets. 
We believe such an inquiry will clearly show that ACPs, and differential antitrust 
responses by national governments, affect competition within markets. Of course, 
trade policy measures also affect competition within markets. This is true of 
antidumping duties imposed under GATT Article VI, safeguard measures under 
Article XIX, tariffs under Article II, intellectual property border measures under 
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the TRIPs Agreement, etc. But each of these is expressly authorized under 
existing GATT rules, and has its own appropriate place in the WTO system. 
There is no reason why a competition policy initiative needs to involve any 
consideration of antidumping or other trade policy measures. 

« WTO antidumping rules were just recently renegotiated: They should be 
allowed to work, and the new WTO Committee on Antidumping used for airing 
reform proposals. 

• Focusing narrowly on competition policy will satisfy our European allies: The 

EU has positioned itself as the demandeur on this issue. The European Commis- 
sion’s recent "non-paper” recognizes that antidumping is a distinct issue from 
competition policy — and a legitimate trade policy tool. 

• "Compromise" language in the Ministerial communique should be avoided: 

Too often, international efforts to begin addressing the competition policy problem 
have resulted in statements that improperly focus on both antidumping and uneven 
antitrust enforcement, as if both were "problems" in need of correction. The 
United States should not sign on to any such statement at Singapore. 

The focus should be on modest, achievable goals for the near term. The competition 
policy issue is important but, as discussed above, is new to the WTO and is frau^t with 
some danger. What should the United States seek to do? 

• Antitrust cooperation is not enough: For a variety of reasons, cooperation 
among antitrust authorities is not an adequate substitute for market access efforts. 
There is no clear prospect for success in relying on traditional antitrust approaches 
to solve market access problems, and a limited track record to date despite the best 
of intentions. Moreover, even assuming such efforts could at some point achieve 
their full potential, they would not address fundamental market access obstacles 
that go beyond nanow issues of antitrust adjudication. 

• Fact-gathering makes the most near-term sense: For now, multilateral efforts 
in this area should focus on fact-gathering rather than rule-making. The goal 
should be to identify barriers to market access for goods, services and investment 
that are not adequately covered by international conunitments, and that may not 
be reachable imder current rules and dispute settlement. This is the proper focus 
for OECD discussions and for any near-tenn consideration of this issue within the 
WTO. It will focus much-needed attention on the problem and spur additional 
efforts to devise soluUons. 

• Preparation and leverage for rule-oriented negotiations: Rule-oriented negotia- 
tions will need to await further preparatory work by both the private sector and 
the U.S. Government. In the meanwhile, the United States must continue to ad- 
dress bilaterally (through section 301) foreign government toleration of private re- 
straints that block U.S. exports to, or investment in, foreign markets. As with 
intellectual property rights, such an approach will enhance our government’s 
ability to bring this important issue into the multilateral system with appropriate 
rules at a later date. 

Other "New" Issues 


Bribery/corruption. Bribery, and the differences in national regimes for addressing it, 
have adversely affected U.S. trade interests. LICIT supports U.S. efforts to place this 
important trade issue on the WTO agenda. It is appropriate to seek a multilateral 
approach to this problem. 

Social and economic integration. The Administration should continue to design regional 
and multilateral trade initiatives, including negotiations, so that they promote social inte- 
gration in tandem with economic integration. 
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Investment. To avoid distortions of normal commercial decisions, LICIT endorses 
broadening and deepening of the current international rules governing cross-border 
investment. Market access can be illusory without the ability to invest in sales, 
distribution and other facilities in export markets. The proposed Multilateral Agreement 
on Investment (MAI) currently being negotiated in the OECD would be a useful step 
forward and, upon completion, can serve as a model for further multilateral efforts in this 
area. 


V. Internal U.S. Steps 

The best negotiating strategy is of little use without internal policies that assist U.S. firms 
and workers in taking the fullest possible advantage of the negotiated opportunities. We need 
flexibility under international rules to act in defense of legitimate U.S. trading interests -- but we 
also need internal mechanisms to ensure that future Administrations will be able and willing to 
do so. LICIT has several recommendations: 

• Establishment of WTO Review Commission: The WTO Review Commission bill should 
be enacted promptly so that this new mechanism -- which is critical to the WTO’s credi- 
bility in the United States — can begin its important work immediately. 

• Effective trade law enforcement: This includes strong antidumping and countervailing 
duty regulations and, as discussed above, use of section 301 where appropriate. Congress, 
for its part, should continue to reject trade law-weakening proposals, particularly the 
current effort to superimpose a "short supply" or "temporary duty suspension" mechanism 
on the existing antidumping and countervailing duty laws. 

• Effective trade agreement enforcement: LICIT applauds the creation of enforcement 
units at the Office of the USTR and at the Commerce Department. The process by which 
these units identify and respond to trade agreement compliance problems should be as 
public and transparent as possible. 

• Trade agency reform: Whether pursued directly or indirectly through funding decisions, 
trade agency reform should be approached with great caution. Enforcement functions 
should remain insulated from non-enforcement policy objectives, and should remain 
adequately funded no matter where they are ultimately lodged. The issue of reorganiza- 
tion should be examined systematically by a blue ribbon panel, whose explicit goal should 
be to determine means of improving; (1 ) the effectiveness of U.S. market opening efforts; 
(2) U.S. preparations for negotiations, including the analytical and informational base on 
which negotiations are conducted; and (3) staffing for U.S. participation in international 
dispute settlement proceedings. 

• Work on anticompetitive practices: Careful work is needed to determine the appropriate 
position for the United States to take in multilateral fora with respect to private restraints 
which deny market access. The United States must continue to address bilaterally 
(through section 301 and other statutory tools) foreign government toleration of private 
restraints that block U.S. exports to, or investment in, foreign markets. This formula was 
used successfully in the area of intellectual property rights, which have now been brought 
within the multilateral system. 

• Vigilance against currency manipulation: The U.S. Government should redouble efforts 
to ensure that exchange rates are not being manipulated by our trading partners’ central 
banks, including Japan’s, which may seek through currency devaluation to increase 
artificially the competitiveness of their goods and services to the detriment of U.S. 
workers and manufacturers. 
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Chairman CRANE. Well, we thank you all. We appreciate your 
patience and endurance because of the interruptions on the floor. 

That concludes our hearings, but we want to extend to you also 
the invitation to please stay in communication with us. We need 
your insights, too. You are the sector that we are trying to 
represent in the best and most equitable way with our trade 
legislation. 

Thank you for enduring, and with that, our hearing is adjourned. 

[Whereupon, at 5:43 p.m., the hearing was adjourned.] 

[Submissions for the record follow:] 
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STATEMENT OF JAYETTA Z. HECKER, ASSOCIATE DIRECTOR 
INTERNATIONAL RELATIONS AND TRADE ISSUES 
NATIONAL SECURITY AND INTERNATIONAL AFFAIRS DIVISION 
U.S. GENERAL ACCOUNTING OFFICE 


Mr. Chairm^in and Members of ihe Subcommutee: 

I am pleased ro have the opportunity to provide this statement for the record for your hearing on 
September 1 1. 1996 Based on our past and ongoing work. I have some observations about the 
implementation of the Uruguay Round agreements and the operations of the World Trade 
Organization (WTO) In the context of the upcoming Singapore ministerial meeting. WTO is a 
multilateral organization that, among other things, serves as a forum for international trade 
negotiations and oversees the administration of the Uruguay Round agreements. After providing 
a brief overview of some issues expected to be raised at Singapore, my statement will discuss in 
more detail the status of (1) general implememation issues, (2) issues related to WTO agreement 
on textiles and clothing, (3) implementation of the agriculture agreements, (4) ongoing 
negotiations involving trade in services and market access, (5) new issues that may be taken up 
by the WTO in Singapore, and (6) new member accessions to the WTO 

The first biannual WTO ministerial meeting will take place from December 9 to 13, 1996, in 
Singapore The meeting is a forum for reviewing implctrientation of the Uruguay Round 
agreements and for discussing new issues. The U.S. Trade Representative (USTR) believes that 
this meeting will be an important test of the WTO's credibility as a forum for continuous 
consultation, negotiation, and liberalization. Some foreign government and WTO officials told us 
that they hope these regularly scheduled, more focused WTO ministerial meetings will replace the 
series of multiyear, exhaustive negotiating "rounds" of the past. However, other officials 
expressed doubt that much progress could be made toward future trade liberalization without the 
opportunities for trade-offs created by having a number of important issues under negotiation at 
one lime. 

OVERVIEW 

The Uruguay Round agreements generally went into force on January 1. 1995. Implementation 
of these agreements is complex, and u will take years before the results can be fully assessed.' 
The ministerial level meeting in Singapore provides WTO member countries the first opportunity 
to "take stock " of how well they have implemented the Uruguay Round agreements so far. The 
many committees and working groups that constitute the organization will report to ministers 
through the WTO General Council about their activities and plans. Members may also debate 
how best to further expand trade liberalization. Our work highlights the following issues that are 
expected to be topics at Singapore: 

-- -- In general, assessing the new and complex Uruguay Round agreements will create a 
challenge for the ministers. Numerous WTO bodies were formed to oversee 
implementation by the member governments. These committees and working groups, 
together with a Secretariat that facilitates the work of the members, experienced early 
difficulties with the information generated by numerous notification requirements, in part 
because of limitations in members' reporting and in the unevenness of information that 
was provided. WTO members have already invoked the new process for settling disputes 
53 limes on a wide range of issues, with the United States filing the most cases. The 
USTR has slated that it believes the dispute settlement process is an effective tool to open 
other nations' markets. 

-- ■■ Implementation of the WTO Agreement on Textiles and Clothing has been u major urea of 
contention between the exporting and importing countries, and n is expected to be the 


‘According to the WTO Secretariat, the almost 500 pages of text comprise 19 agreements, 24 
decisions, 8 understandings, and 3 declarations. There are also approximately 24,(X)0 pages of 
specific market access commitments. 
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subject of further debate at Singapore. Textile exporting countries allege that the United 
States and other importing countries have delayed lifting quotas and integrating textile 
trade into normal WTO/General Agreement on Tariffs and Trade 1994 (GATT) rules. The 
importing countries, in turn, have voiced concern about the lack of access to exporting 
countries' textile markets and the adequacy of measures they have adopted to prevent 
quota circumvention. 

Since liberalizing agricultural trade was a key objective for the United States during the 

Uruguay Round, monitoring the implementation of commitments is essential to securing 
anticipated U.S. gains. In addition, U.S. officials have indicated that they would like to 
begin preparations for further agricultural reform negotiations starting in 1999. At 
Singapore, three separate WTO committees are expected to provide reports on progress in 
the reduction of agricultural subsidies; improvements in market access; the use of 
measures to protect human, plant, and animal health; and efforts to make state trading 
enterprise activities (STE) more transparent (open). The United States has implementation 
concerns in many of these areas and many reasonably expect a divergence of views 
among trading partners. 

Whether the ongoing efforts to liberalize trade in the services sector will be successful is 

not yet clear. Individual negotiations have been conducted to progressively open trade and 
investment. Thus far, however, members have been unable to reach final agreements 
covering the financial, telecommunications, and maritime service sectors. Similarly, it is 
unclear whether WTO members will reach agreement to improve market access in those 
sectors where USTR has negotiating authority because of some countries' expected 
opposition to further tariff reductions. 

- - At Singapore, proposals are expected for WTO members to begin work on the next 

generation of trade issues. However, because these issues include areas heretofore outside 
the scope of detailed trade negotiations-environmental protection, investment rules, 
competition policy, labor standards, and bribery and corruption--it is unlikely members 
will reach consensus on the 'WTO's role. Of these issues, only environment is on the 
WTO agenda already, but members have not decided how to reconcile environmental 
concerns with trade objectives. USTR strongly supports discussing labor standards as part 
of the WTO agenda. USTR may begin to address bribery and corruption issues indirectly 
as it seeks to expand participation in the Agreement on Government Procurement. 
However, many other members are just as strongly opposed to including these two issues. 
On the other hand, the United States is not yet prepared to agree to a negotiating program 
for competition policy and would prefer discussions on investment policy to take place 
primarily in the Organization for Economic Cooperation and Development (OECD). 

GENERAL IMPLEMENTATION ISSUES 

In earlier testimony’ we noted that it will take time and resources to (1) completely build the 
WTO so that members can address all its new roles and responsibilities; (2) make members' 
national laws, regulations, and policies consistent with new commitments; (3) fulfill notification 
requirements and then analyze the new information; and (4) resolve differences about the 
meaning of the agreements and judge whether members have fulfilled their commitments. It is 
critical that USTR monitor implementation of the agreements to ensure that other WTO members 
are honoring their commitments and thus that the agreements' expected benefits are being 
realized. USTR and the Departments of Commerce and Agriculture have created specific units to 
try to monitor foreign government compliance with trade agreements, including those of the 
Uruguay Round 


-See International Trade: Implementation Issues Concerning the World Trade Organization 
(GAO/T-NSIAD-96-122, Mar. 13, 1996). 
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The New Orpanization 

In general, the ministers at Singapore will be reviewing the progress of the WTO in fulfilling its 
mandate. Some observers have been concerned about the creation of this international 
organization and its scope and size. The "new'' WTO was based on a similar "provisional" 
GATT organizational structure that had evolved over decades. The Uruguay Round agreements 
created some new bodies; however, these bodies address new areas of coverage, for example, the 
Councils for Trade in Services and for Trade-Related Aspects of Intellectual Property Rights. 
Other bodies, such as the WTO Committee on Antidumping Practices, were "reconstituted" from 
previous GATT committees but were given new responsibilities by the Uruguay Round 
agreements and now have broader membership. The WTO Secretariat, headed by its Director 
General, facilitates the work of the members. The work of the bodies organized under the WTO 
structure is still undertaken by representatives of the approximately 123 member governments, 
rather than the Secretariat. Early meetings of some WTO committees were focused on 
establishing new working procedures and work agendas necessary to implement the Uruguay 
Round agreements. 

Notifications 


The ministers will be judging the progress of members in implementing numerous agreements to 
date, based on information collected from the many notification requirements placed upon 
member governments. These notifications are aimed at increasing transparency about members' 
actions and laws and therefore encourage accountability. Notifications take many forms. For 
example, one provision requires members to file copies of their national legislation and 
regulations pertaining to antidumping measures. WTO committees began reviewing the 
notifications they received from member governments in 1995. The information provided allows 
members to identify general problems with implementing the terms of the agreements, as well as 
monitor each others' specific activities and, therefore, to enforce the agreements. 

Limitations in members' reporting may make it difficult for the ministers to assess progress in 
some areas. The WTO Director General noted some difficulties with members' fulfilling their 
notification requirements in his report in December 1995. Some foreign government and WTO 
Secretariat officials told us in 1995 that the notification requirements had placed a burden on 
them and that they had not foreseen the magnitude of information they would be obligated to 
provide. The WTO Secretariat estimated that the Uruguay Round agreements specified over 200 
notification requirements. It also noted that many members were having problems understanding 
and fulfilling the requirements within the deadlines. While developing countries reportedly faced 
particular problems, even the United States missed some deadlines for filing information on 
subsidies and customs valuation laws. 

To address concerns about notifications, WTO formed a working party in February 1995 to 
simplify, standardize, and consolidate the many notification obligations and procedures. This 
working party may make recommendations for changes for the ministers to consider. 

Dispute Settlement 

The WTO dispute settlement mechanism is intended to be a central element in providing security 
and predictability to this multilateral trading system. Through it, members have a system to 
resolve disputes that result from violations of WTO obligations or impairment of benefits from 
WTO agreements. The new dispute resolution mechanism incorporates several objectives that 
were particularly important to the United States-time limits for each step in the dispute 
settlement process and elimination of a country's ability to block the adoption of resolutions from 
dispute settlement panel reports. The new Dispute Settlement Understanding established time 
limits for each of the four stages of a dispute: consultation, panel review, appeal, and 
implementation. Also, unless there is unanimous opposition in the WTO Dispute Settlement 
Body, the panel or appellate report is to be adopted. Further, the recommendations and rulings of 
the Dispute Settlement Body can neither add to or diminish the rights and obligations provided in 
the Uruguay Round agreements nor directly force members to change their laws or regulations. 
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However, if members choose not to implement the recommendations and rulings, the Dispute 
Settlement Body may authorize trade retaliation. 

From January 1, 1995, to August 30, 1996, formal WTO dispute settlement procedures have been 
invoked in 53 instances. Most of the cases are still in progress-35 are either in the consultation 
phase, under panel review, or on appeal. Of the 18 closed cases, 16 have been settled or 
abandoned, and 2 have been closed after a final appeal. 

The United States has availed itself of the dispute settlement mechanism more than any other 
member. The United States has initiated 17 cases on a variety of issues including patent 
protection in India, Portugal, and Pakistan; meat import restrictions in South Korea and the 
European Union (EU); and restrictions on the importation of magazines into Canada There are 
currently four pending cases against actions or measures taken by the United States—two involve 
import restraints concerning textile and apparel products, one relates to an antidumping 
investigation of tomatoes from Mexico, and the other concerns the Cuban Liberty and Democratic 
Solidarity Act of 1996. 

As of the end of August 1996, dispute settlement panels have reached decisions involving five 
cases. The two closed cases, which were combined into a single panel, involved a challenge by 
Venezuela and Brazil to a U S. Environmental Protection Agency regulation setting fonh the 
methods by which importers of gasoline were to determine characteristics of gasoline imported 
and sold in the United States in 1990. The panel found that the regulation was inconsistent with 
a GATT 1994 provision concerning national treatment of imported products. On appeal, the 
dispute settlement Appellate Body modified the panel's report but upheld the panel's conclusion. 
The other three cases, also combined into one panel, were brought by the United States, Canada, 
and the EU against Japan's liquor tax. The panel found the Japanese tax to be inconsistent with 
GATT 1994, on national treatment grounds.’ Japan has filed an appeal, which is currently 
pending. 

It is unclear to what extent the ministers at the WTO Singapore meeting will analyze the 
implementation of the new dispute settlement process and what criteria they would use to do so. 
USTR officials view this process as a success, in part because complaints can be resolved even 
before a panel hears the case. In addition, USTR has recently testified that the new mechanism is 
proving to be a very effective market-opening tool. However, it may be difficult to objectively 
evaluate the results of a dispute settlement process. We observed in our previous work on 5 
years of dispute settlement under the U.S.-Canada Free Trade Agreement (CFTA)’ that it may 
take many years before a sufficiently large body of cases accrues to permit statistically significant 
observations about the process. In that report we focused on the possible effects of panelists' 
backgrounds, the types of U.S. agency decisions appealed, and the patterns of panel decision- 
making. We learned that any effort to evaluate the functioning of the dispute settlement process 
presents significant analytical challenges. 

IMPLEMENTATION OF THE AGREEMENT ON TEXTILES AND CLOTHING 

Implementation of the Agreement on Textiles and Clothing is likely to be the subject of debate at 
the Singapore ministerial meeting. In the Uruguay Round negotiations, the United States and 
other developed countries agreed to liberalize textile trade despite potential economic losses in 
exchange for commitments from certain developing countries to, for example, increase market 
access in key sectors and improve protection of intellectual property rights.’ 


’National treatment is the act of treating a foreign product or supplier no less favorably than 
domestic products or suppliers. 

’See U.S.-Canada Free Trade Agreement: Factors Contributing to Controversy in Appeals 
of Trade Remedy Cases to Rinational Panels fGAO/GGD-95-I75BR, June 16, 199.5). 

'See The General Agreement on Tariffs and Trade: Uruguay Round Final Act Should Produce 
Overall U.S. Economic Gains (GAO/GGD-94-83, July 29, 1994). 
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Under the Uruguay Round Agreement on Textiles and Clothing, textile quotas are to be phased 
out over a 10-year period beginning in January 1995. Because of the 10-year phase-out, the 
effects of the textiles agreement will not be fully realized until 2005, after which textile and 
apparel trade will be fully integrated into WTO and its disciplines (practices). Integration is to be 
accomplished by (1) completely eliminating quotas on selected products in four stages and (2) 
increasing quota growth rates on the remaining products at each of the first three stages. By 
2005, all bilateral quotas maintained under the agreement on all WTO members are to be 
removed. 

During the first stage of product integration (1995 through 1997), virtually no quotas were 
removed by the United States and other major importing countries. The United States is the only 
major importing country to have published a list of products to be removed from quota for all 
three stages; other countries, such as the EU and Canada, have only published their integration 
plan for the first phase. Under the U.S. integration schedule, 89 percent of all U.S. apparel 
products under quota in 1990 and 67 percent of textile and apparel products combined will not be 
integrated into normal WTO rules until 2005. Importer and retailer representatives have 
expressed concern about the delay in lifting the majority of textile and apparel quotas until the 
end of the phase-out period. However, U.S. officials have pointed out that the Statement of 
Administrative Action accompanying the U.S. bill to implement the Uruguay Round agreements 
provided that "integration of the most sensitive products will be deferred until the end of the 10- 
year period." 

During the phase-out period, the safeguards provision of the textiles agreement permits a country 
to impose a new quota only when it determines that increased imports of a particular textile or 
apparel product are seriously damaging, or present an actual threat of serious damage to, its 
domestic industry. The agreement further provides that any quotas imposed during the phase-out 
period be reviewed by a newly created Textiles Monitoring Body (TMB) within WTO, which is 
to supervise the textile agreement's implementation, TMB consists of individuals from 10 
countries, including the United States. 

The United States and Brazil are the only WTO members thus far to have imposed new quotas 
on imports they found were harming their domestic industries under the agreement's safeguard 
procedures,* In 1995, the United States issued 28 requests for consultations (or "calls") to impose 
quotas and has issued 2 calls thus far in 1996 to a total of 19 countries (1 1 'WTO members and 8 
nonmembers).’ Brazil has issued calls to four countries to dale. 

As of August 1996, TMB had reviewed the imposition of seven quotas (where no agreement was 
reached with the exporting country). All of these quotas had been imposed by the United States. 
TMB found that the threat of serious damage to domestic industry had been demonstrated in one 
case. In three cases, TMB found that the threat of serious damage had not been demonstrated, 
and the quotas were subsequently rescinded; in three other cases, TMB could not reach 
consensus. TMB has not published details about the reasons for its decisions. Three of the cases 
TMB reviewed were subsequently brought before the Dispute Settlement Body by the countries 
subject to the U.S. safeguard action. The United States rescinded one action, and the other two 
cases are currently pending. 

WTO members will review implementation of the textiles agreement at the Singapore ministerial 
meeting. In July 1996, major exporting countries, led by Pakistan, asked the WTO's Committee 
on Trade in Goods to examine 10 items of concern to them regarding the agreement's 
implementation, including importing countries' delays in lifting quotas, the number of quotas 
imposed since the agreement took effect (with a clear concern regarding the number of U.S. 
quotas), and the need to improve transparency in TMB processes. Further, they asked the 


‘We recently prepared a report reviewing how the United States is implementing the textiles 
agreement that should be released shortly. See Textile Trade: Operations of the Committee for 
the Implementation of Textile Agreements (GAO/NSIAD-96- 186). 

’Six of the 28 calls had originally been made in 1994 and were unresolved; they were reissued in 
1995 under the new textiles agreement. 
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Committee to identify and assess the elements necessary for "faithful implementation of the 
agreement." The United States and the EU oppose the exporting countries' request and have 
asked the Committee to review two different issues--the ease of access to developing countries' 
textiles markets and the adequacy of measures adopted by these countries to prevent quota 
circumvention. (The agreement states that all member countries are to improve access to their 
textiles markets and to take measures to prevent quota circumvention.) The Committee on Trade 
in Goods is scheduled to report on the textile agreement's implementation (o the WTO General 
Council in early November. 

IMPLEMENTATION OF AGRICULTURAl . COMMITMENTS 

Liberalizing agricultural trade was a key U.S. objective during the Uruguay Round. The United 
States anticipated that better rules and disciplines on government policies in this area would foster 
a more market-oriented trading system and improve the competitive position of the U.S. 
agriculture sector. Therefore, monitoring other members' implementation of their Uruguay Round 
agricultural commitments is essential to securing anticipated U.S. gains. 

Several important issues are likely to be discussed at the ministerial meeting, as the reports of 
two WTO committees and one WTO working party focus on, or relate to, agricultural trade. 

First, the WTO Committee on Agriculture will report on implementation of the agriculture 
agreement, Including any aspects needing additional attention or review. This Committee's report 
is expected to address two other issues: (I) a decision to review the impact of the agreement on 
net food-importing countries and (2) preparations necessary to resume the agreement's required 
negotiations in 1999. Second, the WTO Committee on Sanitary and Phytosanitary (SPS) 

Measures will report on implementation of the SPS agreement. Third, the WTO Working Party 
on State Trading Enterprises will report on its efforts to better document and understand the role 
of STEs in WTO. 

Committee on Agriculture 

The Committee on Agriculture will address implementation of the agriculture agreement, which 
requires WTO members to reduce levels of support provided through export subsidies and 
domestic support and to begin opening their markets by converting import quotas to tariffs and 
reducing average tariff levels. The agreement provides a 6-year implementation period, meaning 
reductions in support and increase in market access are to be achieved gradually. To ensure 
members meet their commitments, they are required to provide periodic notifications to the 
Committee, which reviews progress toward Implementation and provides a forum for members to 
debate their concerns. Discussions of how the agreement is being implemented in certain 
countries have already occurred within the Committee and will be reported on at the ministerial 
meeting. These include such issues as delays in starting the implementation process, 
inappropriate administration of market access commitments, and failure to meet export subsidy 
commitments. One implementation issue was discussed outside the Committee under the dispute 
settlement process, when the United States requested consultations with the EU to resolve its 
concerns about EU implementation of market access commitments for grain imports. 

In addition to implementation issues, the Committee's report is expected to address its 
responsibility for monitoring WTO members' commitment to review levels of food aid available 
to net food-importing countries. This commitment recognized that least-developed and net food- 
importing developing countries might experience negative effects from Uruguay Round 
agricultural reform if it affected the availability of food supplies from external sources at 
reasonable terms and conditions.* WTO members agreed to establish appropriate mechanisms to 
ensure that agricultural reform does not have an adverse impact on the provision of sufficient 
levels of food aid. The recent rise in global commodity prices and the near-record lows in 
international grain reserves have increased the cost of frxtd imports for some countries. Some 
least-developed and net food-importing countries have already indicated they are concerned about 
the impact of agricultural reform on their countries, but U.S. officials do not believe the limited 


*See the Decision on Measures Concerning the Possible Negative Effects of the Reform 
Programme on Least-Developed Countries and Net Food-Importing Developing Countries. 
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reforms implemented so far are responsible for shortages or price increases. Still, net food- , 
importing countries expect action to be taken within the Committee to review food aid levels and 
establish a sufficient level of aid to meet legitimate needs. The Committee is considering 
whether and how such a review should be conducted and hopes to resolve this issue before the 
ministerial meeting. However, if resolution is not achieved within the Committee, the issue is 
likely to be discussed at the World Food Summit in November 1996 and again in Singapore. 

A third issue the Committee will likely address is the commitment that WTO members have 
made to begin negotiations for continued agricultural reform one year before the end of the 
implementation period (or in 1999). The Cairns Group countries seek a specific work program to 
prepare for the negotiations.’ The EU, Japan, South Korea, and Switzerland are reluctant to begin 
discussing the next round of negotiations roughly 2 years after agreeing to their original Uruguay 
Round commitments U.S. officials have indicated that, although their primary focus is on 
implementation of the agreement, preparing for negotiations to resume is also important. 

Committee on SPS Measures 

The second Committee report that will address agricultural issues is the Committee on SPS 
Measures. The SPS agreement recognizes that members have a right to adopt measures to protect 
human, animal, and plant life or health. However, it requires, among other things, that such 
measures be based on scientific principles and not act as disguised trade restrictions. The United 
States was a key supporter of this agreement, recognizing that the lack of sufficient disciplines on 
the use of SPS measures could undermine the intent of the agriculture agreement if members 
were allowed to replace tariffs and quotas with unscientific animal and plant health or food safety 
measures. The United States has signalled its intent to use WTO channels to challenge 
unscientific SPS measures. For example, through WTO consultations in 1995, the United States 
persuaded South Korea to modify its practice for determining product shelf-life, which was 
adversely affecting U.S. meat and other exports. Also, in May 1996, the United States requested 
a dispute settlement panel be convened to review the EU's long-standing ban on hormone-treated 
meat, which has substantially blocked U.S. beef imports since 1989. 

Working Party on STEs 

Finally, the Working Party on STEs will report on its efforts to better understand STEs, an 
undertaking which is relevant not only to agricultural trade but also to other sectors. In our work, 
we define STEs as governmental or nongovernmental enterprises that are authorized to engage in 
trade and are owned, sanctioned, or otherwise supported by the government."* For example, the 
Australian government has notified the WTO that the Australian Wheat Board meets the criteria 
for being considered an STE. While STEs are recognized in GATT as legitimate trading entities, 
their activities are subject to GATT disciplines. In order to provide some transparency over STE 
activities, members must report regularly about their STEs' structures and functions. However, as 
we noted in August 1995, compliance with this reporting requirement has been poor, and 
information about STE activities has been limited." In our June 1996 report, we developed a 
framework by which one could assess an export STE's potential to distort trade " This 


’The Cairns Group consists of 14 countries that are exporters of agricultural products: Argentina, 
Australia, Brazil, Canada, Chile, Colombia, Fiji, Hungary, Indonesia, Malaysia, New Zealand, the 
Philippines, Thailand, and Uruguay. 

“*STEs were defined in the Uruguay Round as "governmental and nongovernmental enterprises, 
including marketing boards, which have been granted exclusive or special rights or privileges, 
including statutory or constitutional powers, in the c.xercise of which they influence through their 
purchases or sales, the level or direction of imports or exports." 

"See State Trading Enternri.ses: Compliance with the General Agreement on Tariffs and Trade 
(GAO/GGD-95-;08. Aug. 30, 1995). 

' *See Canada. Australia, and New Zealand: Potential Ability of Agricultural State Trading 
Enterprises (GAO/NSlAD-96-94, June 24, 1996). 
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framework helps clarify that being sanctioned by the government does not necessarily mean that 
an STE is distorting trade; rather, a key factor is the presence of direct or indirect subsidies that 
can give an STE a greater potential to distort trade. We reported that another factor in evaluating 
the trade-distorting effect of STEs (or private commercial firms) is share of the world market. 

The working party on STEs is developing an illustrative list of STE attributes and practices in 
WTO and continues to study the questionnaire used to collect information about them. The 
United States is working within the forum to develop a modified questionnaire that would help 
make STE activities more transparent. U S. government and agricultural industry officials hope 
to negotiate additional disciplines on STEs when agricultural negotiations resume in 1999, 

ONGOING NEGOTIATIONS IN SERVICES AND MARKET ACCESS 

Negotiations in several service sectors and on market access for certain goods were left 
unfinished at the end of the Uruguay Round and may be discussed by ministers at Singapore. 
USTR has pursued trade liberalization and market access in these areas since the Uruguay Round, 
but in many cases the outcome of these efforts remains uncertain. For example, within the 
framework of the General Agreement on Trade in Services (GATS), negotiations covering the 
financial, telecommunications, and maritime service sectors have not yet resulted in final 
agreements. In addition, USTR hopes to achieve further market access through new tariff 
reductions for a variety of goods but has testified that considerably more work remains to build 
"the necessary international consensus" for making such reductions. 

The WTO financial services agreement covers the banking, securities, and insurance sectors, 
which are often subject to significant domestic regulation and therefore engender complex 
negotiations. In June 1995, the United States made commitments to guarantee foreign financial 
institutions currently operating in the United States the right to continue to do so. However, the 
United States took a "most-favored-nation exemption," that is, held back making guarantees about 
otherwise discriminating against foreign financial service providers. (Such exemptions are 
allowed under GATS.) Specifically, the United States did not guarantee nondiscriminatory 
treatment for new foreign firms to establish businesses or already established foreign firms 
wishing to expand services in the U.S. market. The U.S. exemption in financial services was 
taken because U.S, negotiators, in consultation with the private sector, concluded that other 
members' offers to open their markets to U.S. financial services firms, especially those of certain 
developing countries, were insufficient to justify broader U.S. commitments (with no most- 
favored-nation exemption or other limitations).” At the end of 1997, members, including the 
United States, will have an opportunity to modify or withdraw their commitments. Thus, the 
final outcome and impact of the financial services agreement are still uncertain. USTR has 
testified that negotiations for a financial services agreement are expected to resume in the first 
half of 1997, and the ministers may discuss this at Singapore. 

WTO members were also not able to reach agreement on a basic telecommunications services 
agreement by the original deadline of April 30, 1996, and negotiations were subsequently 
extended to a new deadline of February 15, 1997. The United States has noted that while some 
members made offers that matched that of the U.S. offer in terms of openness, many others did 
not, thus the United States would not accept the agreement. In addition, the United States has 
said that in order for the extended negotiations to succeed, "more and better” offers must be made 
by members, including both developed and developing nations. 

Similarly, negotiations for a multilateral maritime services agreement were unsuccessful and were 
suspended in June 1996 until the year 2(X)0, when negotiations for all services sectors will be 
reopened. When suspending the negotiations, participating members agreed to refrain from 
applying new measures that would affect trade in this area during this time. The United States 
has said that other participating members to the negotiations did not offer "to remove restrictions 
so as to approach current U.S. openness in this area." The United States did not submit an offer 


'"However, the United States was generally satisfied with the offers made by the EU, Japan, and 
other developed countries and has concluded some bilateral agreements that go beyond the GATS 
commitments. 
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in maritime services because USTR believed that other countries were not serious about 
liberalization. 

Efforts to improve market access in certain sectors through additional tariff reductions are also 
unresolved. USTR is seeking an agreement covering a variety of information technology 
products, such as multimedia personal computers, supercomputers, and semiconductors, that will 
reduce tariffs in this area to zero by the year 2000. However. USTR has indicated that support 
from EU member states for such an agreement is still uncertain. In addition, USTR plans to 
pursue further tariff reductions at Singapore for several products, including wood products, white 
distilled spirits, nonferrous metals, oilseeds and oil products, and certain chemical and 
pharmaceutical products, but expects opposition in some of these areas from several major trading 
partners. 

EMERGING ISSUES 


Members are debating what work should be done by WTO on new issues related to international 
trade at Singapore. As tariff and nontariff barriers to trade are reduced, other areas (traditionally 
seen as domestic) have drawn attention as potential international trade barriers. These include (1) 
environmental protection, (2) investment rules, (3) competition policy, (4) labor standards, and (5) 
bribery and corruption issues. Although these are not traditionally discussed as trade policy topics, 
they reflect a broader concept of what some WTO members believe are factors affecting market 
access opportunities in a global economy. For example, some WTO members believe that 
enforcing certain environmental and labor standards can be a disguise for protectionist policies. 
Also, activities such as price-fixing, market sharing, and noncompetitive procurement practices 
can lead to market distortions and reduce access for foreign competitors. The WTO has begun to 
address some of these issues, but no consensus has been reached on the extent to which they 
should be dealt with in the WTO. Some of these negotiations in new areas could be quite 
controversial, based on the previous experience with including areas like agriculture and services 
in the Uruguay Round negotiating agenda. 

Trade and Environmental Protection 

Of the emerging issues, environment has developed the furthest within the WTO. At Marrakesh 
in 1994, members decided to establish a Committee on Trade and Environment, Trade and 
environment issues overlap because some government measures to balance economic growth with- 
environmental concerns are perceived as protectionist and may conflict with WTO obligations. 

At the same time, some trade policies may impede the development of sound environmental 
policies. In the past, GATT dispute panels have ruled against measures that conflicted with 
national treatment principles or that appeared to apply to areas outside a country's sovereign 
jurisdiction. The United States believes that free trade and environmental protection policies can 
be mutually supportive and plans to convey this message at the Singapore ministerial meeting, in 
keeping with the 1992 United Nations Declaration in Rio de Janeiro.” 

The WTO Committee on Trade and Environment is to identify the relationship between trade and 
environmental measures and make appropriate recommendations within the context of open and 
equitable trade. The Committee is expected to present a report at Singapore, but it is unclear 
what the report will include because of the complex issues and divergent views. Members 
generally agree that promoting free trade and environmental protection is not inherently 
contradictory; however, they have not agreed on specific ways to address these issues. Several 
items are under discussion, including ecolabeling programs;'* the relationship between multilateral 
environmental agreements and the WTO; and the effect of environmental measures on market 
access, particularly in relation to developing countries. 


'The United Nations Conference on Environment and Development hosted the "Earth Summit" in 
1992 in Rio de Janeiro, Brazil. 

'*Ecolabeling programs, most of which are voluntary, allow businesses to obtain a label indicating 
a product is environmentally friendly or safe (e.g.. U.S. tuna cans with a "dolphin safe" label). 
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Ecolabeling programs have received a great deal of attention by the Committee. Some members 
believe these programs act as trade barriers, and members have not reached an agreement about 
whether or not ecolabeling programs need greater transparency. USTR firmly believes that all 
forms of ecolabeling are subject to the WTO's Technical Barriers to Trade (TBT) Agreement, 
which requires transparency and public participation when applying product standards. Other 
members, however, have expressed doubts about whether all ecolabeling programs are covered by 
the TBT agreement. USTR anticipates the WTO Committee will need to discuss this and other 
issues after Singapore. 

Trade and Investment Rules 

Investment rules are another topic that could be discussed at Singapore. International investment 
has grown with the globalization of the world economy. Various multilateral and bilateral 
investment agreements exist to help promote an open international investment environment, for 
example the (North American Free Trade Agreement). Still, restrictions on foreign investment 
impede international trade in goods and services because investment and trade are interrelated. 
Therefore the Uruguay Round agreements also addressed investment issues. For example, the 
WTO's Agreement on Trade-Related Investment Measures (TRIMS) and GATS both have rules to 
facilitate market access. However, the United States achieved only some of its Uruguay Round 
objectives for investment issues. The TRIMS agreement is limited to a few selected measures 
that apply only to trade in goods. GATS covers investment practices only in a limited sense, 
through broad provisions concerning the ability to provide a service in a foreign market through a 
commercial presence. Further, GATS covers only specific service sectors, including business 
services and construction and engineering services. 

Countries are debating in which forums to pursue further liberalization in investment. Therefore, 
any Singapore proposals to establish a work program for WTO on investment issues will have to 
take into account negotiations in other forums. Most notable is the OECD, whose members are 
working to establish a Multilateral Agreement on Investment in 1997 that would be open to both 
OECD and non-OECD members. Nevertheless, the EU and Canada favor discussing investment 
rules in the WTO because its membership is larger than the OECD. There is a wide divergence 
of views among other members; some lesser-developed members oppose negotiations in the 
WTO. according to USTR. On the other hand, the United States and other nations would like to 
continue focusing on the OECD negotiations rather than negotiating in the WTO, believing that 
( I ) the OECD has the potential to achieve a higher standard of liberalization (that is, on a par 
with NAFTA and U.S. bilateral investment treaties) than the WTO could and (2) some WTO 
members are not ready for such an agreement. Still, the United States supports creating a modest 
work program to educate WTO members on these issues. 

Trade and Competition Policy 

National competition or antitrust policies of other countries can affect opportunities and benefits 
for U.S. exporters and consumers. For example, price-fixing, market sharing, and other 
monopolistic business practices have been recognized as potential trade barriers. By distorting 
market competition, these practices can diminish market access opportunities, consumer choices, 
and other intended benefits of liberalized trade. Anticompetitive practices can also lead to trade 
disputes. For example, the United States has initiated two WTO dispute settlement proceedings 
against Japan in cases involving photographic films and paper and distribution services. 

The United States and its major trading partners have not reached a consensus on how 
competition policy and the enforcement of antitrust law should be handled within the WTO. One 
issue is whether any possible work program should focus on the practices of private firms or on 
government actions (or the lack thereof) that restrict competition, and/or on both. The EU and 
Japan have recently proposed that competition be added to the WTO program for future work at 
the Singapore ministerial meeting. USTR believes more work and study must occur within the 
U.S. government, including consultation with Congress and the private sector, before determining 
whether any sort of negotiating program in the WTO is appropriate, USTR has emphasized that 
the United States will not accept any initiative in the WTO that would threaten U.S. antitrust or 
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antidumping laws. The United States has participated in creating guidelines and in undertaking 
studies of competition policy issues at the OECD, along with Japan and EU member slates. 

Trade and Labor Standards 


WTO members are currently considering the role of labor standards in the international trade 
regime. The desire to link international trade and labor issues is not new, but labor issues have 
been the province of the International Labor Organization (ILO). a specialized agency of the 
United Nations created in 1919. ILO, whose purpose is to improve working conditions and living 
standards for workers throughout the world, provides a forum for consideration of various labor 
issues including the establishment of core labor standards, which currently vary from country to 
country. 

At the conclusion of the Uruguay Round negotiations, several members, most notably the United 
States and some members of the EU, proposed that labor issues be formally brought into the 
world trading system. However, other WTO member countries in both the developed and the 
developing world have been concerned that mandated international labor standards may either 
inhibit their economic development or act as protectionist barriers to their exports. The United 
States, based on a provision of the Uruguay Round Agreements Act, recommended that the WTO 
establish a working party to examine the relationship between trade and internationally recognized 
worker rights,”’ The U S. proposal does not envision negotiations but seeks to begin discussions 
limited to how core labor standards and trade can be mutually supportive in promoting growth 
and development. Thus far, no consensus currently exists either on bringing labor issues into the 
WTO, or on developing potential linkages between the WTO and ILO, a possible first step. 

Trade and Bribery and Corruption 

The United States has proposed Indirectly addressing bribery and corruption issues at Singapore 
by encouraging WTO members to enhance transparency in government procurement. Bribery and 
corruption increase the cost and risk of conducting business in foreign countries. The difference 
in the way that U.S, and foreign laws treat these activities can also reduce U.S. companies' access 
to foreign markets, For example, U.S. legislation passed in 1977 prohibits U.S, companies from 
engaging in bribery of foreign public officials.” In contrast, some other countries do not have 
criminal penalties for engaging in the bribery of foreign public officials, and in some countries 
businesses are allowed to take tax deductions for bribery expenses. Other multilateral 
organizations have already taken steps to address bribery and corruption, with U.S. 
encouragement. For example, OECD members have agreed to criminalize the acceptance and 
payment of bribes. Members of the Organization of American States have entered into a treaty 
that would make this conduct criminal. The OECD has also recommended that member countries 
eliminate tax deductions for the payment of bribes^ The Association of Southeast Asian 
Nations foreign ministers in a recent forum on the WTO agenda rejected the U.S. proposal to 
include corruption and other "social clauses" that they did not consider trade related. 

The United States is promoting efforts to reduce bribery by foreign companies and government 
officials by encouraging WTO members to sign the Agreement on Government Procurement. To 
date, only 22 industrialized countries, including the United States, have done so; and none of the 
least developed countries are signatories. The provisions of the new agreement, which went into 
effect in 20 countries on January 1, 1996. promote transparency in government procurement 


''’Congress provided guidance for U.S. negotiators in the act by specific reference to 1984 
amendments to the U.S. Generalized System of Preferences legislation. This legislation defined 
internationally recognized worker rights to include (1) the right of association, (2) the right to 
organize and bargain collectively, (3) a minimum age for the employment of children, (4) 
prohibition of forced labor, and (5) acceptable conditions of work. See Public Law 98-573, sec. 
503, Oct. 30, 1984, 19 U.S.C. sec 2462 (a) (4). 


’’See Foreign Corrupt Practices Act of 1977, Public Law 95-213, Dec. 19, 1977, 15 U.S.C. 
sec. 78dd-2. 
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procedures and require that countries not discriminate against foreign or foreign-owned suppliers 
or otherwise allow practices that would preclude competitive procurement. 

ACCESSION OF NEW MEMBERS 


The accession of new members to the WTO is an important part of the WTO's work agenda and 
an issue of great interest to the United States. Although existing WTO members account for 
about 90 percent of world trade, important U.S. trading partners, including China, Taiwan, Saudi 
Arabia, and Russia, are not WTO members. Nonmember states or separate customs territories 
may apply for admission to the WTO. A working party composed of WTO members negotiates 
with the applicant concerning its domestic laws and obligations to join the WTO, a process that 
can require considerable time. For example. China's and Bulgaria's requests for accession date 
from 1986. Separately, applicants may undertake bilateral negotiations with individual WTO 
members over tariff and market access commitments. After these negotiations are concluded, the 
working party submits a Protocol of Accession and a report to the Ministerial Conference for 
approval. Accession is approved by a two-thirds majority vote of WTO members. 

The United States expects the Singapore ministerial meeting to address the broad range of 
accession applications-rather than single out any particular application for attention. USTR 
reports there are 31 countries whose applications for accession have been accepted; active 
negotiations are under way on about 20 of them. Four nations have completed accession 
negotiations since the WTO entered into force.'* 

The United States supports accession of countries capable of and willing to (1) undertake WTO 
obligations and (2) provide commercially viable market access commitments for goods and 
services to the WTO. The United States also uses the negotiations to address outstanding 
bilateral trade issues covered by the WTO. For example, USTR reports that Taiwan” has made 
significant concessions in its bilateral negotiations with the United States over market access, 
services, and government procurement. Nevertheless, significant issues remain outstanding. 

The accession of China to the 'WTO is an issue of intense U.S. interest. China gained observer 
status to the GATT in 1982 and requested accession to the GATT in 1986. The United States 
and other nations have insisted that China's accession be approved on the basis of China's 
willingness to make commercially viable commitments that provide greatly expanded market 
access and ensure compliance with WTO obligations. U.S. -China bilateral negotiations are 
ongoing, and a WTO working party meeting on China's accession is scheduled for October 1996. 


This concludes my statement for the record. Thank you for permitting me to provide you with 
this information. 


(711225) 


'“These are Ecuador, which was admitted as a member in January 1996; Mongolia, which has not 
yet been admitted but whose accession was approved in June; and Bulgaria and Panama, whose 
accession packages were completed in July. 

''’This WTO accession application is formally identified as either "Chinese Taipei " or "The 
Customs Territory of Taiwan, Penghu, Kinmen, and Matsu." 
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STATEMENT FOR THE RECORD 
OF THE 

AMERICAN APPAREL MANUFACTURERS ASSOCIATION 
BEFORE THE 

SUBCOMMITTEE ON TRADE 
OF THE 

COMMITTEE ON WAYS AND MEANS 
U.S. HOUSE OF REPRESENTATIVES 
REGARDING THE 

SINGAPORE MINISTERIAL MEETING 
OF THE 

WORLD TRADE ORGANIZATION 
SEPTEMBER 11, 1996 


The American Apparel Manufacturers Association (AAMA) is strongly opposed to proposals 
offered by representatives of apparel and textile exporting countries that the World Trade 
Organization Ministerial Meeting in Singapore this December should modify the Agreement 
on Textiles and Apparel (ATC) by expediting the phase-out of quotas and the phased 
integration of produCTs. We urge the United States to strongly oppose such a proposal. 
Instead, the United States should insist, if textiles and apparel are to be on the agenda for 
the Singapore Ministerial Meeting, it should be limited to an assessment of the performance 
of all countries in fulfilling their obligations under the ATC, specifically countries opening 
their markets to exports and preventing the type of fraud, circumvention and counterfeiting 
that is common in many countries. 

AAMA is the national trade association of the U.S. apparel industry, representing more than 70 
percent of U.S. apparel production. AAMA members make everything from socks to caps, from 
underwear to shirts and sweaters, to suits and overcoats. While the industry is large, most of 
the companies are relatively small. Most companies have sales under $20 million and many 
have sales under $10 million. There are approximately 850,000 apparel manufaauring jobs in 
the U.S. and almost every state has some apparel employment. Approximately 40% of the 
American apparel workers are minorities and 90% are women. 

The United States textile and apparel industries still are denied effective market access to many 
countries throughout the world, especially countries exporting large quantities of apparel. Many 
of these countries are actively engaged in quota avoidance by illegally transshipping their 
products through third countries. In addition, many of these same countries are violating the 
intelleaual property rights of our members by counterfeiting brand name produas and designs. 
Also, many countries continue to subsidize their textile and apparel industries. 

Representatives of the apparel and textile industries in the European Community and the United 
States recently met and issued a joint statement, outlining the lack of performance by many 
signatories of the ATC and calling for an assessment at the Singapore Ministerial of countries to 
determine if they are fulfilling their obligations under the ATC. A copy of the joint press release 
issued by the three industry groups is attached. 

The United States is diligently complying with its obligations under the ATC and other aspects 
of the Uruguay Round Agreement. Our tariffs are being phased down according to schedule, 
the first round of apparel and textile integration was completed and the subsequent two phases 
were announced. We should demand nothing less from the other signatories of the ATC. 

The ATC became effective only 19 months ago. It took more than seven years to negotiate the 
Uruguay Round Agreements. We do not believe now is the time to alter the basic framework 
of the ATC. We strongly believe, however, now is the time to assess countries' performance 
under the ATC and to insure they are fulfilling their obligations while they are enjoying the 
benefits. 
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SUBCOMMITTEE ON TRADE 
COMMITTEE ON WAYS AND MEANS 

HEARING ON THE WORLD TRADE ORGANIZATION 
SINGAPORE MINISTERIAL MEETING 

STATEMENT OF THE DISTILLED SPIRITS COUNOL 
OF THE UNITED STATES 

The following statement is submitted on behalf of the Distilled Spirits Council of the 
United States, Inc. (DISCUS) for inclusion in the printed record of the Subcommittee's hearing 
on the World Trade Organization (WTO) Singapore ministerial meeting. DISCUS is the national 
trade association which represents U.S. producers, marketers and exporters of distilled spirits. 

I. INTRODUCTION 

Over the past decade, the U.S. distilled spirits industry has become increasingly reliant 
upon exports for its economic well being. Faced with declining consumption of distilled spirits 
in the United States, U.S. companies have intensified their search for new commercial 
opportunities in foreign markets and have adopted global strategies for competing in these 
markets. 

The U.S. distilled spirits industry has supported the efforts of the United States to lower 
global trade barriers and build a strong rules based system for the conduct of international trade. 
The Uruguay Round negotiations produced significant benefits for DISCUS members, including 
substantial reductions in foreign tariff barriers, stronger protection for trademarks, and 
recognition of geographical indications associated with distinctive American spirits. As a result, 
DISCUS actively worked for Congressional approval of the Uruguay Round Agreements and 
supported U.S. participation in the newly created World Trade Organization (WTO). 

U.S. distilled spirits companies have a substantial interest in a fully functional World 
Trade Organization. A strong and effective WTO is needed to preserve the benefits already 
achieved and to provide a framework for securing additional trade liberalization in the future. 

II. OBJECTIVES FOR THE SINGAPORE MINISTERIAL 

In our view, the United States should have two principal objectives for the Ministerial 
conference in Singapore. First and foremost, the United States and the other member countries 
should utilize the meeting to take stock of the work which has been done to get the organization 
up and running since its inception in January 1995. While much already has been accomplished, 
the WTO must have a firm foundation. Ministers should pay particular attention to any problems 
which have arisen with respect to the operation of the WTO's institutions and should be prepared 
to take appropriate decisions in Singapore to resolve them. 

The second principal objecUve of the Singapore conference should be to begin the 
process of building the organization for the future. The WTO must be capable of anticipating 
and addressing the emerging trade issues of tomorrow, while continuing to promote trade 
liberalization today. It is essential that the organization move forward with the work plan agreed 
to at the end of the Uruguay Round, while undertaking the preparatory work necessary to enable 
it to tackle new issues in the future. 

More specifically, 

A. Implementation of the Uruguay Round Agreements 

The Ministers should devote considerable attention to reviewing the implementation of 
the various agreements and understandings reached during the Uruguay Round negotiations. 
Many of these agreements contain notification requirements, implementation schedules and 
transition periods, of all which must be respected if the full benefits of the Uruguay Round 
agreements are to be conveyed to U.S. exporters. In addition, many of the agreements provide 
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for ongoing work programs and periodic reviews of the results achieved. These also must be 
pursued and conducted, as agreed in the negotiations. 

1. Tariffs 

In no area is this more important for the U.S. distilled spirits industry than in the case of 
tariff concessions. In the Round, the Quad countries agreed to eliminate their tariffs on whisky 
and brandy over a period of ten years and to substantially reduce tariffs on other distilled spirits. 
Other participants also agreed to significant reductions, including the establishment of bound 
tariff levels by many developing countries. Ministers should agree to closely monitor these 
commitments, so that the liberalization achieved during the Round is actually put into practice 
and the anticipated benefits for distilled spirits exporters are realized. 

2. Intellectual Property 

The protection of intellectual property is another area of great importance to the U.S. 
distilled spirits industry. As purveyors of brands products, U.S. distillers rely heavily on 
trademarks to protect the substantial investments they make in developing markets for their 
products. The Agreement on Trade Related Intellectual Property (TRIPS) creates concrete 
obligations on the part of WTO members to provide strong and effective protection for 
trademarks and adequate and effective means for trademark owners to enforce their rights. It is 
essential for the distilled spirits industry that these obligations be strictly adhered to by all WTO 
member countries. This is particularly true with respect to the developing countries of Asia and 
Latin America which possess many of the fast growing export markets for U.S. distilled spirits. 

It also is equally important with regard to countries in the process of acceding to the WTO, such 
as Russia and China, where counterfeiting of foreign distilled spirits is rampant and effective 
means for enforcing trademarks do not exist. 

The TRIPS agreement also provides protection for geographical indications for distilled 
spirits and wines. DISCUS strongly supported the inclusion of these provisions as a means of 
securing recognition and protection of uniquely American distilled spirits, such as Bourbon and 
Tennessee Whisky, in foreign markets. The inclusion of these provisions is an excellent 
beginning. However, more can be done within the framework of the agreement to enhance the 
protection provided for these distinctive American distilled spirits. The agreement specifically 
provides for further negotiations to strengthen the protection provided for geographical 
indications. With this in mind, we urge the United States to propose at Singapore that the 
signatories agree to launch negotiations toward est^lishing a register of distinctive distilled 
spirits entitled to protection under the agreement as soon as possible. 

3. Dispute Settlement 

Another important result of the Uruguay Round was the establishment of a stronger and 
more predictable dispute settlement mechanism. The new mechanism has already proven its 
value for the U.S. distilled spirits industry. One of the first complaints brought by the United 
States under the new system was directed at J^ian’s discriminatory system of liquor taxation. To 
our satisfaction, the dispute settlement panel ruled definitively against Japan's discriminatory 
system. Although presently under appeal, we have every expectation that the panel's ruling 
against Japan will be confirmed by the Appellate Body. 

While the WTO's dispute settlement mechanism has produced several rulings in the short 
period of its functioning, the experience with implementing these rulings is just beginning. The 
commitment of member countries to abide by the results of the dispute settlement process is still 
untested. At Singapore, wc recommend that WTO member countries renew their commitment to 
accept the rulings rendered and bring their practices into conformity within the time limits 
envisioned under the system. 
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B. Continued Work on the Built-in Agenda 

A number of the of the Uruguay Round agreements provide for follow-on negotiations 
toward additional liberalization. Several are of particular importance to the distilled spirits 
industry. The agreement on agriculture, for example, provides for new negotiations on additional 
market access commitments beginning five years after implementation, i.e. , in 1 999. Similarly, 
the General Agreement on Trade in Services calls for additional negotiations among signatories 
on new market access commitments within the same time frame. Ministers should draw 
attention to these provisions at Singapore and take the necessary steps to begin the preparations 
for these negotiations, with a view to launching them at the next Ministerial conference in 1998. 

in. ADDITIONAL LIBERALIZATION 

In the Uruguay Round negotiations, the U.S. distilled spirits industry strongly supported 
the reciprocal elimination of tariffs on trade in distilled spirits. U.S. negotiators were successful 
in persuading their Quad partners — the European Union, Canada and Japan - to eliminate tariffs 
on whisky and brandy. However, Japan refused to agree to elimination of tariffs on all other 
distilled spirits, including products of export interest to the United States such as vodka, rum, and 
liqueurs. It also insisted upon a period of ten years for phasing out its tariffs on whisky and 
brandy. In addition, despite the considerable efforts of the United States, other key WTO 
members countries chose not to fully eliminate their tariffs in the distilled spirits sector. 

The Congress wisely included authority in the Uruguay Round Agreements Act for the 
United States Trade Representative (USTR) to use in pursuing the completion of tariff 
elimination in the various sectors identified during the Round. This authority covers the distilled 
spirits sector. We strongly support USTR's cuncnt efforts to use this authority to secure the 
elimination of tariffs on all other distilled spirits, such as "white spirits" and liqueurs, as part of 
the market access package under consideration for the Singapore Ministerial conference. The 
successful conclusion of such a package will send a strong signal that the WTO is capable of 
generating additional trade liberalization with resorting to the launch of another comprehensive, 
time consuming round of global trade negotiations. 

In the run-up to the Singapore Ministerial, we urge USTR to make every effort to secure 
the completion of the Uruguay Round "zero for zero” agreement for distilled spirits. 

Specifically, we seek a commitment from other WTO members to eliminate tariffs on all other 
distilled spirits, such as "white spirits" and liqueurs, in addition to whisky and brandy; an 
agreement to a shorter period than ten years for the phase-out of tariffs on whisky and brandy and 
all other distilled spirits; and a commitment from WTO members not yet prepared to undertake 
tariff elimination to substantially reduce their tariffs on these products. The achievement of total 
tariff elimination in the distilled spirits sector will be of immense benefit to U.S. distilled spirits 
companies. 

IV. ACCESSIONS 

At present, some thirty countries have begun the process of acceding to the WTO. 

Among the applicants are such major trading countries as China, Russia and Taiwan. The entry 
of these countries into the WTO at the earliest possible date is both welcome and desirable. 
However, in certain important respects, these countries’ trade regimes fall far short of meeting 
WTO standards. China, for example, imposes a tariff of 70 percent ad valorem on imported 
distilled spirits, while denying foreign suppliers the opportunity to import and distribute their 
own products with the Chinese market. In addition to assessing exorbitant tariffs, Russia has 
announced plans to impose strict quotas on imported spirits, limiting them to less than five 
percent of the domestic market. Taiwan continues to maintain a domestic monopoly on the 
production, distribution and market of alcohol beverages, although it has indicated its intention to 
significantly liberalize access for imported spirits upon entry into the WTO. 

It is essential that each of these countries fully adhere to the various agreements reached 
in the Uruguay Round and that they provide market access concessions of equal value to those 
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made by WTO members during the Round. They must be required to bring their practices into 
conformity with the rules and obligations of the WTO, and any transition provisions agreed to 
for this purpose should be limited both in time and scope. Otherwise, the basic integrity of the 
WTO will be undermined, and major exporting countries like the United States will fail to 
receive the hill benefit of liberalized access to these important markets. 

V. CONCLUSION 

The Ministerial Conference in Singapore provides the first opportunity for WTO 
members to review the work that has been done to date and to begin to outline the organization's 
agenda for the future. It also provides an important test of the members' commitment to the 
continued liberalization of world trade. By adopting a package of market access measures, 
including tariff elimination for distilled spirits, the WTO can send a strong signal to the 
international business community that is able to provide an effective framework for world trade, 
and a vehicle for achieving for progress toward trade liberalization in the future. DISCUS urges 
the United States to seek to achieve these important objectives in its preparations for and 
participation in the Ministerial Conference. 

Thank you very. 


Sincerely, 



Fred A. Meister 
Prcsident/CEO 
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National Association 
of Manufacturers 

NAM STATEMENT REGARDING THE 
WTO SINGAPORE MINISTERIAL 


The National Association of Manufacturers strongly supported the Uruguay Round 
from incqtdon to conclusion, and, under the assumption that continued market access talks 
would be pursued and successful, also urged Congressional approval of the Uruguay Round 
Agreements in 1994. It was, and still is, NAM’s position that participation in the 
GATT/WTO advances the interests of American manufacturers, and is in the best interest of 
the overall global economy. 

The NAM sees the Singapore Ministerial as an important stock-taking opportunity for 
the WTO. It appears, as the agenda is shaping up, that there are three main areas: 
implementation of the Agreements to date; progress on the WTO’s “built-in agenda” {i.e., 
negotiations in services, telecommunications and the like); and future issues. The latter two 
issues are significant in that they round out the scope of the WTO, offering a more 
comprehensive and transparent international trading system. 

WTO Institution: As Director-General Renato Ruggiero stated last December, the 
WTO’s first year represented an “encouraging start” in terms of implementation and 
administration of the various Uruguay Round agreements. It appears that institutionally, 
great attention was given to sorting out procedural matters and increasing transparency and 
efficiency within the organization. The speed and precise manner with which this has been 
done has fostered a smooth transition from the GATT system and lent credibility to the new 
institution. We encourage continued progress in this area. 

Implementation: Assessing the success of implementation of the terms of the 
Agreements is tougher, in part because certain agreements have only been in effect since the 
first of this year, and in part because many Member countries have not yet complied with 
notification requirements. Recognizing that there are a large number of notification 
requirements (175) included in the Agreements, the NAM still cannot emphasize enough how 
important it is to ensure full and effective implementation of these Agreements. In fact, the 
NAM strongly encourages the General Council to concentrate on basic and full 
implementation of the Agreements, including the requisite notifications, to enforce a sound 
basis for the future viability of the WTO. Without operable and full Agreements compliance 
by all contracting parties, future negotiations, not to mention the Uruguay Round agreements 
themselves, risk being undermined, if not becoming unraveled. 

Dispute Resolution: As demonstrated by the number of dispute settlement cases 
already being addressed within the WTO system, the Dispute Settlement Body (“DSB”) is to 
be commended for the rapidity with which it became operational. The fact that, in the first 
year, twenty-two requests for consultations were notified to the DSB, and three of those 
cases were settled before they reached the panel stage, demonstrates the Member countries’ 
acceptance of, and willingness to operate within, the new system. 
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Accession: The NAM supports and welcomes the accession of new Members to the 
WTO. Clearly, the fact that the WTO had 27 working groups examining new membership 
applications in its first year indicates the seriousness with which the WTO is being taken 
gl^ally, and the U.S. should applaud the efforts and enthusiasm of those countries that have 
worked diligently to meet the criteria necessary for becoming Members of the WTO. 

The NAM is also adamant, however, that new membership only be awarded when an 
applicant demonstrates a genuine capacity to accept and comply with ail the responsibilities 
attendant to being a WTO Member. The framework that has been negotiated so 
painstakingly over the years is one that 120 countries have agreed to abide by, and its 
integrity must not be compromised. Any country that demonstrates an unflagging 
commitment to, and understanding of, its global responsibilities will be wholeheartedly 
welcomed into the WTO, by the international community, and certainly by U.S. 
manufacturers. The NAM would also strongly recommend that access negotiations include a 
commitment by the acceding country, not only to current zero for zero tariff commitments, 
but also to the negotiation of, if not an actual commitment to, new zero for zero tariff 
agreements. 

Market Acce.ss: One of the most significant achievements of the Uruguay Round 
agreements for U.S. manufacturers was the substantial tariff reductions worldwide that were 
pledged, including reciprocal tariff eliminations by our major trading partners in a number of 
zero for zero sectors. 

While substantial gains were realized, the NAM stated in 1994, and strongly reiterates 
today, that market access provisions must continue to be improved, with an eye specifically 
to tariff reduction acceleration. For example, in some zero for zero sectors, such as paper, 
tariffs are scheduled to be eliminated in 10 years, rather than five. The U.S. paper industry 
seeks accelerated elimination of tariffs on all wood and paper products within five years. 

The NAM also supports a successful conclusion of the current negotiations on the 
Information Technology Agreement (“ITA”), which will hopefully produce WTO-wide 
reciprocal tariff elimination for Information/Communications Technologies (ICT) product 
groups. Finally, the NAM strongly suggests that the WTO Ministerial commit to a standstill 
agreement such that current negotiated tariffs are not increased above 1996 applied rates 
pending the negotiation of new multilaterally-acceptable tariffs. 

Trade and Investment: Unlike trade, there are relatively few multilateral rules or 
disciplines governing investment. This situation does not comport with the reality of 
increasingly global markets. A physical presence is often a pre-requisite for conducting 
business in many parts of the world. Manufacturers therefore need a state-of-the-art 
investment agreement addressing such issues as the right to establishment, performance 
requirements, and investment related transfers, among others. 

The NAM strongly supports the completion of a Multilateral Agreement on 
Investment (MAI) in the OECD, followed in short order by comprehensive discussions in the 
WTO. The MAI should at all times remain open to non-member countries. 
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Trade and the Environment: The NAM believes that the pursuit of environmental 
objectives and international trade ate mutually supportive. However, the NAM also 
subscribes to the principle that individual countries should not use unilateral trade measures 
or sanctions for environmental purposes, especially when such measures are used to address 
environmental problems outside the jurisdiction of the importing country. 

Where environmental problems are of a transboundary/global nature, the NAM favors 
the negotiation of international environmental agreements (MEAs), which may under certain 
limited circumstances incorporate trade measures. Most importantly for manufacturers, the 
multilateral trade rules should not allow import restrictions or other trade measures based on 
the maimer in which products are manufactured or produced. A criteiia-based approach 
which would carve out an exception for MEAs under clearly defined circumstances should be 
a priority in Singapore. 

Trade and I.ahor: The NAM firmly opposes a discussion of this issue at the WTO 
and any attempts to adopt a WTO “social clause.” The International Labor Organization 
remains the most appropriate forum for international labor standards issues. At best, 
discussion of this issue in Singapore will prove extremely divisive and detract from the 
attainment of other more pressing U.S. objectives. 

Competition Policy: The NAM recognizes the linkage between market access on 
trade and competition policy. That being said, considerable efforts need to be undertaken 
before this issue will be ripe for formal negotiations, given the divergence regarding 
competition policy among developed countries and its virtual non-existence in the developing 
world. The complexity of this area merits thorough examination both domestically and 
internationally before serious negotiations are pursued. 

Bribery and Corruption: The corrosive effect of corruption and bribery in 
international transactions can no longer be ignored. The NAM supports a multi-faceted 
strategy to combat bribery and corruption, which should include the following measures: 
extending the plurilateral Government Procurement Agreement (GPA); upgrading the 
transparency provisions of the GPA; ensuring that the award of procurement contracts be 
made contingent upon commitments to refrain from bribery; implementing the OECD 
recommendation to eliminate tax deductibility for bribery payments; and ensuring that the 
OECD recommendations become part of both existing and plaimed regional trade initiatives. 

It is recognized that in most countries this strategy will likely require specific changes in 
domestic law regarding preventative and enforcement measures. 

Regional Trade Agreements: The NAM supports the formation, in February, 1996, 
of the WTO Committee on Regional Trade Agreements. While NAM believes that the most 
effective and efficient basis upon which to conduct trading relations is through systems that 
enhance the role of ffee marimt forces, the NAM also supports examining the systematic 
implications of regional agreements to the multilateral system. 

Regional agreements can, by their very nature, raise the level and detail of mutually 
acceptable trade parameters, which can establish strong precedents for future mult^teral 
negotiations. However, inconsistency between a regional grouping and the WTO is 
potentially likely to detract from the overall WTO framework, and therefore all agreements 
should be consistent with the current WTO understanding. 


NAM International Trade Policy Committee 
June 5, 1996 
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STATEMENT OF POLAROID CORPORATION 
BEFORE THE TRADE SUBCOMMITTEE OF 
THE HOUSE COMMITTEE ON WAYS AND MEANS 
REGARDING THE WTO SINGAPORE MINISTERIAL 


This statement is filed by Polaroid Corporation (“Polaroid”), headquartered in 
Cambridge, Massachusetts, in response to the August 13, 1996, House Ways and Means 
Committee invitation for public comments relating to Trade Subcommittee hearings on 
the World Trade Organization (“WTO”) Singapore Ministerial meeting. 

This statement underscores the company’s priority in seeing that the AVTO 
Ministerial reaches a market access liberalization agreement which includes the 
reciprocal elimination of tariffs (so-called “zero-for-zero”) on camera and photographic 
parts and accessories (U.S. HTS 9006.91 and 9006.99). 

II. ABOUT f OLARQID CQR FQ RATIQ N 

Polaroid, based in Cambridge, Massachusetts, has annual sales of over $2 billion 
and invests over $150 million annually in research and development. Polaroid is the 
world’s largest supplier of instant photographic equipment, including instant cameras and 
instant print film. Roughly 60 percent of Polaroid’s sales are for industrial and business 
markets (e.g., ID systems, hospitals) while the remaining is for the retail consumer 
market. Polaroid’s products are sold in over 150 countries through Polaroid’s wholly- 
owned subsidiaries, independent distributors, and joint ventures in China, India and 
Russia. The company manufactures instant print film in Waltham, Massachusetts, as well 
as Mexico, the United Kingdom (Scotland), and the Netherlands. Polaroid produces 
instant cameras in Norwood, Massachusetts, the United Kingdom. China, India and 
Russia. All of the company’s instant film produced abroad contains an average of 50 
percent value of U.S. origin components. Thus, expanded operations abroad benefit both 
the home country and U.S. exports. 

in. POLAROID’S WTO MINISTERIAL GOAL 

The Subcommittee hearings will address, inter alia, “further market liberalization 
in selected areas....” In this context, Polaroid is hopeful that the WTO Ministerial will 
result in a zero-for-zero agreement on camera and photographic parts and components 
(HTS Nos. 9006.91 and 9006.99). 

IV. SUPPORTING REASONS 

First, Section 1 1 1 (b)(1)(B) of the URAA authorizes the President to proclaim 
accelerated reduction in U.S. tariffs on imported products “contained in a tariff category 
that was the subject of reciprocal duty elimination... during the Uruguay Round of 
multilateral trade negotiations...” Camera components and accessories fall within 
Chapter 90 of the Harmonized Tariff System, and thus are classified within a “tariff 
category” where a significant number of items (48 percent of Chapter 90 tariff headings) 
were subject to duty elimination in the Uruguay Round. Within the more narrow four- 
digit tariff heading that photographic components fall under (HTS 9006 -- “photographic 
cameras; photographic flashlight apparatus and flashbulbs...”), 15 out of 22 tariff product 
lines call for complete U.S. duty elimination. 

Secondly, the Statement of Administrative Action (“SAA”) implementing the 
Uruguay Round Agreement provides interpretive guidance relevant to the priority sectors 
governing “zero-for-zero” tariff elimination, including electronics . Cameras and 
photographic parts and accessories clearly fall within the definition of “electronics” since 
the overwhelming trade in these two categories includes such electronic products as 
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camera shutters and diaphragms, shutter releases and photographic flashlights and 
flashbulb apparatus. 

Thirdly, a flexible interpretation of the President’s Proclamation authority in this 
specific area is appropriate in view of the nonH:ontroversial nature of the request. The 
National Association of Photographic Manufacturers (“NAPM”) supports Polaroid’s 
“zero-for-zero” initiative “because of the significant benefits it would bring to the U.S. 
photographic industry”. Moreover, both the EU and Japanese delegations support zero- 
for-zero on these items. 

Lastly, in light of the Proclamation authority empowered by the Congress to the 
Executive Branch pursuant to Section 115 of the URAA, a 60-day consultation period 
with the House Commince on Ways and Means and Senate Committee on Finance vrill 
be initiated prior to the time the President exercises his Proclamation authority. This 
consultation is an important aspect of Congress’s prerogative to review the tariff cuts and 
accelerated staging proposed by the President. In view of the U.S. industry support and 
plurilateral appeal of the proposal, there is no reason to believe the Trade Committees 
would oppose Polaroid’s initiative in this area. 

V. CAMERA AND PHOTOGRAPHIC PARTS AND ACCESSORIES . 

A. Product Descriptions . 

Covered under HTS 9006.91 (“parts and accessories, for cameras”) are parts 
required for all photographic cameras and camera accessories — i.e., camera bodies, 
bellows, tripods, ball and socket mounting heads, shutters and diaphragms, shutter 
(including delayed action) releases; maga^nes for plates or films; and lens hoods. 
Products covered under HTS 9006.99 (“parts and accessories, other”) include parts and 
accessories for photographic flashlight and flashbulb apparatus. 

Most goods failing under HTS 9006.91 and 9006.99 are not finished products but 
rather components and intermediate products with final end-use in the assembly of 
finished cameras. Though U.S. production of finished cameras is minimal, U.S. camera 
component production and exports are significant. In 1995, U.S. exports of photographic 
parts and accessories (classified under HTS 9006.91 and 9006.99) were valued at over 
$200 million, compared to $130 million in 1990. Demand for U.S. -sourced components 
is high, especially with shifting camera production to destinations such as Europe. East 
Asia and Southeast Asia. For example, Polaroid Corporation alone exports over $60 
million annually of U.S. -origin components for finished cameras produced at its facility 
in Scotland. 

B. lU .-EIJ Tariffs and Uruguay Round Market Access Offers . 

Current EU tariff rates on photographic components are 5.1 percent and 4.0 
percent for HTS 9006.91 and 9006.99, respectively — see table below. By comparison, 
U.S. rates are 5.8 percent and 3.9 percent for HTS 9006.91 and 9006.99, respectively. 
However, whereas U.S. duties will remain unchanged as a result of the Uruguay Round, 
EU duties will be reduced in equal annual installments to final rates of 3.7 percent and 3.2 
percent by January 1 , 1 999. 

U.S. and EU TarifT Ratn and Final WTO Bindings 
for HTS 9006.91 and 9006.99 



1 1 1 S \i. 

Dc'^ripiiun 

1 >ui •. 

1 in.il 

Win 

Kiii.liiij 

European 

9006.91 

Parts and Accessories for cameras 



Union 

9006.99 

Other photographic parts and accessories 

H 


United 

9006.91 

Parts and accessories for cameras 


5.8 

Stales 

9006.99 

Other photographic parts and accessories 

m 

3.9 









198 


C. APEC Tariffs and Uruguay Round Market Access Offers . 

Current APEC tariffs on parts and components falling under HTS 9006.91 and 
9006.99 range from duty-free (e.g., Malaysia) to 30 percent (e.g., Indonesia). Parts and 
accessories tariffs are especially high in countries with growing camera assembly and 
manufacturing industries (e.g., Thailand and Indonesia). These markets have high- 
growth potential for U.S. components exports. 

The results of the Uruguay Round of multilateral trade negotiations will not 
improve market access for U.S. parts and accessories exports to APEC markets. Current 
APEC tariffs are already at or below the final WTO bound rates effective in 1999 for all 
APEC members, including the U.S. Japan and Canada bound part or all of their tariff 
lines falling under HTS 9006.91 and 9006.99 at current duty-fi^e levels, but these market 
access offers were the exception rather than tlw norm. China and Taiwan are not WTO 
members, though they are in the process of applying. 
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THE 

PRO 

TRADE 

GROUP 


September 24, 1996 


Phillip D. Mosely 
Chief of Staff 

Committee on Ways and Means 
U.S. House of Representatives 
1 102 Longworth House Office Building 
Washington, DC 20515 

Dear Mr Mosely; 

This is a posthearing submission filed in connection with our appearance at the Subcommittee 
on Trade’s September 11, 1996 hearing on the forthcoming World Trade Organization (WTO) 
Ministerial Meeting We respectfiiUy request that this post-hearing submission, which focuses on the 
WTO’s dispute resolution mechanism, be included in the record of this hearing 

As requested, we enclose an originai and six (6) copies of this submission 

Sincerely, 




200 


DISPUTE RESOLUTION UNDER THE WTO - 
ITS mSTORY. PROCEDURES AND FUTURE 

OUTLINE 


I. DIFFERENCES BETWEEN THE WTO AND EARLIER DISPUTE 
RESOLUTION REGIMES 

1 . Essential Orientation — From Negotiated Solutions Toward 
an Adjudicative Approach 

2. Scope and Timetables 

3. Range of Remedies 

4. Role of Private Parties 

5. Differences Between GATT & WTO Procedures 

n. ANTICIPATING THE FUTURE UNDER THE WTO SYSTEM 

A THE ROLES OF PRIVATE PARTIES IN DISPUTE RESOLUTION 

1 . The Philosophical Background 

2. The Possible Role of Private Parties in the WTO Dispute 
Resolution Process 

3 . The Role of Lawyers Vis-a-Vis the WTO 

B. STANDARD OF REVIEW 

C. COMPLIANCE WITH WTO DECISIONS 

1 . The Dole Amendment under U. S. Law 

2. The Implications of the SOFTWOOD LUMBER Dispute 

3 . Inherent Risks in the WTO Process 

D. IMPLICATIONS OF THE SINGAPORE MINISTERIAL 
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INTRODUCTION 

The following discussion represents a preliminary draft of a paper being prepared for 
publication later this year in cooperation with James Holbein, the U S. NAFTA Secretary. It’s 
purpose is to provide an overview of the negotiating history of the World Trade Organization’s 
Dispute Resolution provisions, to compare these provisions with earlier international dispute 
resolution regimes and, finally, to discuss issues which we anticipate may result from their 
implementation. This paper was presented by Mr. Aitken to the Inter-Pacific Bar Association at it 
May 4, 1996 Annual Meeting in Manilla 

I. DIFFERENCES BETWEEN THE WTO AND EARLIER DISPUTE 
RESOLTION REGIMES 

1. Essential Orientation - From Negotiated Solutions 
Toward an Adjudicative Approach 

1 . A fundamental difference exists between the WTO dispute 
resolution regime and its North American counterparts. This is in that the WTO aims at an 
adjudicative process rather than negotiated solutions. As Reisman and Weidman noted: 

“Compared to the automaticity and rigidity in the 
general DRM [dispute resolution mechanism] of the 
WTO, [the] CFTA and NAFTA have looser, swifter 
procedures, aimed at relatively rough-hewn 
solutions. Rejecting elaborate sequential 
procedures, these North American Agreements 
essentially assign the legal issue to a panel of five 
individuals. If the panel upholds the complaint, the 
agreements then a portion responsibility to resolve 
the conflict solely to the patties, themselves, without 
legalistic supervision of the resulting political 
interplay”' 

2. Essentially, the WTO process attempts to move fi^om the previous 
model of a mixture of legal and diplomatic methods to a system that is more institutionalized and 
judicialized. This reflects the need to render decisions for a far greater number of parties 

2. Scope and Timetables 

1 . The NAFTA and WTO regimes do not differ fundamentally in 
scope, but differ substantially in their timetables. A highly contested WTO dispute could take 
four times larger to resolve than a NAFTA dispute — 31 or 32 months vs. 8 months.' 

3. Ranee of Remedies 

1. The WTO and NAFTA regimes offer comparable remedies for 
disputes involving alleged treaty violations. For other disputes, the WTO severely constrains the 
range of available remedies, and, further, creates obstacles to reaching a resolution. For example, 
if the WTO panel or the Appellate Body do not find an express violation, then the responding 
Party cannot be obliged to remove or remedy the action or measure complained of without its 
consent.’ This limitation does not exist in the NAFTA system. 


Reisman and Weidman, id. at 21. 

See Reisman and Weidman, id. at 22. 

See the Agreements dispute resolution provisions, footnote 1 4, par. 26. 
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4. Role of Private Parties 

1 . As discussed below, the WTO contrasts markedly with the NAFT A 
in that the NAFTA explicitly provides a role for private parties in certain disputes while the WTO 
does not. However, this issue is likely to evolve 

2. As indicated, both the CFTA and NAFTA dispute resolution 
regimes explicitly contemplated a role for private parties in disputes, eg, arising from 
antidumping and subsidy cases. That is not the case under the WTO system The possible 
evolution of this system towards one in which private parties is discussed below 

5. Differences Between GATT A WTO Procedures 

1 . The Uruguay Round Agreement under the GATT would alter the 
dispute resolution mechanism. Under the WTO, the procedure to resolve disputes among 
contracting parties would be changed in ways designed to make it easier to use, more expeditious, 
and more sure to arrive at an outcome 

2 Under GATT 94, dispute resolution is based on Articles XXII and 
XXni. They establish a procedure for members to take complaints before a neutral panel with 
expertise on such matters and to receive a ruling on the dispute 

3. Art. 22 deals with consultations and Art 23 deals with panel 
establishment. The understanding on Rules and Procedures Governing the Settlement of Disputes 
addresses certain problems in applying Articles XXII and XXIIl Under the WTO mechanism, 
dispute settlement proceeds in much the same fashion as under the GATT Dispute procedures 
may be invoked where a member alleges that a measure violates a WTO agreement or that a non- 
violative measures, nullifies or impairs benefits under an agreement 

4 A number of differences exist between former procedures and the 
WTO. First, the scope of the disputes subject to the dispute settlement mechanism is widened to 
include services and intellectual property rights, in addition to goods Plurilateral agreements 
under the WTO dealing with civil aircraft, government procurement, apd bovine meat also would 
be covered, provided that parties to those agreements concur 

5. The second, and the most important difference is that consensus is 
no longer required to approve a panel decision. Under former GATT procedures all reports are 
adopted by a consensus. In the past, this meant that one country could block an adoption of the 
panel report. Under the WTO, all panel reports are adopted automatically unless the Dispute 
Resolution Body agrees not to This automaticity in procedures can also be seen in establishment 
of panels. (Understanding 6 1) 

6 Third, other differences in the dispute settlement mechanism include 
a time-controlled consultation process and expeditious forming of panels If consultations fail to 
settle a dispute within 60 days, the complaining party may request a panel establishment 

7. Also, under the WTO, a final panel report would be provided to the 
parties no later than sbc months (three months in the case of an emergency) after the panel is 
composed. The report will then be issued to the members after which no action could be taken 
for 20 days. Within 60 days after the report was issued, the Dispute Settlement Body will adopt 
the report or decide by consensus not to adopt it. 

8. Also, under the WTO, an appellate body is established. The 
appellate body consists of seven persons, three of whom will serve in any one case Decisions are 
required within 60 to 90 days, depending on the case. Therefore, under the WTO, one case will 
not exceed 9 months from the establishment of a panel, and 12 months with an appeal. This is 
shorter than 1 5 months specified under the GATT. 
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9. The WTO dispute settlement procedure also tightens the 
implementation and compensation aspects of dispute settlement. The party which must inform the 
Dispute Settlement Body of its intention to implement the report within 30 days from the 
adoption of a report. If the reports recommendation or rulings are not implemented within a 
reasonable period of time, the responding party, if requested, must enter into negotiations over a 
mutuaUy agreeable compensation scheme. If no compensation scheme can be devised, the 
complainant has the right to request authorization to retaliate. The retaliation, however, would 
have to be the same amount as the impact of the measure at issue. However, as noted above, a 
highly contested WTO dispute can take substantially longer than the timetables discussed here. 

n. ANTICIPATING THE FUTURE UNDER THE WTO .SYSTEM 

A. THE AOLE OF PRIVATE PARTIES IN DISPUTE RESOLUTION 

1. The Philosophical Background 

1 . With regard to illicit or unfair trade practices, individuals are 
generally excluded from international dispute-settlement procedures such as those which are used 
under GATT. The same is true for the various dispute settlement arrangements which the 
Community has agreed to in its bi- and multi-lateral agreements.* 

2. Thus, with regard to foreign practices, individuals are limited to the 
classical remedy in essence, lobbying for diplomatic protection by their home states Having 
exhausted all local remedies within the legal order of foreign states, individuals may ask their own 
government to intervene on their behalf in order to eliminate those practices.’ 

3. However, when governments and business firms desire greater 
predictability of national government economic actions in an increasingly interdependent world, 
and greater balance and equality in actual implementation of negotiated international rules on 
economic matters, these factors could lead governments to be willing to accept some sort of a 
mechanism by which individual citizens or firms could appeal directly to an international body like 
the GATT to determine whether a government obligated under the GATT or one of its codes has 
taken an action that is inconsistent with its international obligations.* Thus, it may be said that the 
effective participation of individuals would be at least a valuable tool in the hands of governments 
trying to counter any form of those non-transparent foreign administrative trade practices which 
have become a major problem in the international trading system ’ 


Meinhard Hilf, International Trade Disputes and the Individual: Private Party 
Involvement in National and International Procedures Regarding Unfair Foreign 
Trade Practices, in. Protectionism and Structural Adjustment, at 281, citing 
Partsch, Individuals in International Law, in: Bernhardt (ed ), Encyclopedia of 
Public International Law (EPIL), Instalment 8 (1985), S. 316 et seq. and 
Matscher, Standing Before International Courts and Tribunals, in: Bernhardt (ed ), 
EPIL, Instalment 1 (1981), 191 et seq and Harmum, Guide to International 
Human Rights Practice (1984) with a list of the various procedures open to 
individuals. For fijrther details M. Hilf, Europaische Gemeinschafren und 
Internationale Streitbeilegung, in: Festschrift Mosler (1983), 387 et seq. 

Hilf, 281. 

John H. Jackson, Jean-Victor Louis & Mitsuo Matsushita, Implementing the 
Tokyo Round: National Constitutions and International Economic Rules 207-209 
(1984). 

Hilif 281 (citing E.-U. Petersmann, International and European foreign Trade Law: 
GATT Dispute Settlement Proceedings Against the EEC, 22 CML Review. 

(1985), 441, 483). 
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4. Increased legalization of international trade, which would 

necessarily flow from private participation, is welcomed by a number of observers, whereas it is 
feared by others. In particular, there are no reliable estimates as to the long-term benefits of a 
more legalized system.* From a lawyer’s perspective a rather positive attitude towards a more 
rule-oriented world trading system should prevail Judicial activism of individuals will not 
necessarily influence or even dominate actual commercial policy and a more rule-oriented trade 
policy will only mean that individual interests are taken into account according to clearly pre- 
established administrative or judicial procedures. 

2 . The Pos.sible Role of Private Parlies in the WTO Dispute 

Resolution Process 

1 . During the Uruguay Round negotiations, Singapore proposed that 
private parties (persons and companies) be afforded rights through domestic law to have their 
interests considered in hearings, decisions and implementation of dispute resolution However, 
the proposal did not progress far since many countries did not wish to broaden the GATT’s 
essential character beyond that of agreement between states ’ 

2. In the Spring of 1995, certain U S. industry groups proposed to 
U.S. government oflBcials that private parties be afforded a role in the WTO dispute resolution 
process. It appears highly unlikely that a formal role could result from WTO implementation — 
this concept was considered and passed over during the negotiations Yet is conceivable that a 
formal advisory mechanism could be established, perhaps at the national level A model for this 
exists in the United States, where so-called “Industry-Sector Advisory Committees” (ISACs) exist 
to afford private firms access to confidential governmental information and to obtain their 
comments ISACS exist to aid the U.S government regarding its trade negotiations. 

3. Theoretically, private participation in trade policy procedures may 
serve to increase the effectiveness of government administration of those instruments It also 
provides private parties affected by unftir trade practices a subjective right to complain and to 
participate in the decision-making procedures.'® Thus, individual interests are but one element of 
the general public interests to be considered by the relevant authorities in foreign trade decision- 
making. Is there nevertheless any legal obligation for the government to provide for active private 
involvement in the decision-making process? Such an obligation may be derived from 
international law or from national legal systems." 

4. Under international law, one may well find some obligations of 
contracting states - as is stated in Art. X:(b) of the GATT to “maintain, or institute as soon as 
practicable, judicial, arbitral or administrative tribunals or procedures for the purpose, inter alia, of 
the promotion of review and correction of administrative action relating to customs matters” 

This article is related only to custom matters. Similar obligation can be found in Art. 2 of the 
Subsidies Code.'* 


5. Both U.S. -Canada Free Trade Agreement and the North American 
Free Trade Agreement contain a unique procedure for international dispute settlement on issues 
of antidumping and countervailing duties The procedures essentially allow private parties in each 
contracting party nation to appeal national administrative determinations on these subjects to a bi- 


® Id. 

’ See Reshaping the World Trading System by John Croone, (WTO, 1 995) at p. 
265. 

Hilf, 281. 

" Hilf, 282 

Hilf, 282. 
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national tribunal for determination, in lieu of appeal procedures in the national courts. The 
tribunals findings are supposed to be directly implemented in the jurisprudence of each nation.'^ 

6. Under European Community and its national law, ex-post- 
protection is the general rule. Individuals are entitled to administrative or judicial relief if their 
interests are affected by public action. This protection is often insufficient, however, especially in 
foreign trade matters. Individuals may be moved to petition their own government to take 
protective measures on their behalf In addition, they may have a legitimate interest to intervene 
or to participate somehow in the decision-making procedure before certain trade measures are 
taken. Such an interest seems to be predominant, if an ex-post-protection would be insufficient to 
remedy all the injury which might have been cause to private interests. 

7. Even in the absence of constitutional obligations, a close look at 
national and constitutional law shows a strong trend towards private involvement in foreign trade 
decision-making. Jackson” has listed fourteen major U S. import trade regulations which provide 
for various degrees of procedural involvement. The more important ones are the procedures 
concerning escape-clauses, antidumping and countervailing duties, unfair practices in import trade 
and the procedure concerning unfair trade practices of foreign governments Some observers 
think ~ according to Jackson — that these complex procedures reflect the state of the “litigious 
society” which the United States are considered to be 

8. In the European Community - influenced by the American example 
- some similar procedures have been adopted. The more important ones are the common rules 
for imports and exports and especially the antidumping/antisubsidy regulations and the regulations 
on the strengthening of the common commercial policy, particularly with regard to protection 
against illicit commercial practices (the “New Instrument”). The very title of the latter instrument 
indicates the main objective of this regulation to strengthen the common commercial policy, to 
serve the objective interests represented by the institutions involved in order to ensure the full 
exercise of the rights of the Community. It is not intended to serve individual interests in 
particular.” 


9. However, the GATT rules for substantive and procedural “due 
process” in the administration of national trade laws do not appear to be based on a mutually 
consistent “legal policy A comparison of the various Tokyo Round agreements, for instance, 
reveals large differences among their various trade policy procedures The Customs Valuation 
Codes grants comprehensive guarantees of procedural “due process” while other agreements are 
vague or have no provisions at all on individual rights of appeal and judicial review. 

10. By contrast, the Subsidy Code and the Antidumping Code set out 
detailed rules on domestic antidumping and countervailing duty proceedings without making 
provision for rights of appeal and judicial review. This omission seems particularly unwarranted 
in view of the fact that the number of antidumping and countervailing duty proceedings has 
rapidly increased since the adoption of the 1979 GATT Antidumping Agreement (eg., over 600 
cases in the USA fi'om 1980 through 1986) and judicial review of antidumping and countervailing 


NAFTA Article 1904 § 5,7. 

Hilf, 282. 

J.H. Jackson, Perspectives on the Jurisprudence of International Trade: Costs and 
Benefits of Legal Procedures in the United States, 82 Michigan Law Review 
(1984), 1570, 1584. 

Id. 1570. 

Hilf, 285. 

Petersmann, 82. 
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duty determinations is now available in most OECD countries, albeit with important differences in 
major trading countries.” 

1 1 Government regulation of transnational trade transactions has 
become the most regulated area of many national economies The international and national 
foreign trade rules and procedures are ultimately designed to promote efficient decentralized 
economic decisions of individual economic agents and also increasingly recognize individual rights 
of private traders and producers. There is a rapidly rising number of court decisions on the 
protection of these individual rights in customs, licensing, antidumping, countervailing duty and 
other foreign trade proceedings in the European Community. “ 

12. However, in Practice, domestic foreign trade laws sometimes 
confer individual rights to import protection on domestic industries interested in import 
restrictions, but hardly even recognize individual rights to trade liberalization. And they tend to 
focus one-sidedly on “injury to domestic producers’’ without balancing these producer interests 
against the gains from trade to consumers. As a result of these various “protectionist biases” in 
national trade policy procedures, discretionary government powers risk to be captured by special 
interest groups (e g., of politicians, bureaucrats and import-competing producers) and to be 
abused to advance protectionist group interests at the expense of the “public interest”.^' 

13 But is it compatible with the obligation of governments to serve the 
“public interest” that the safeguard clauses of GATT as well as of domestic producers” (Article 
XTX) without a “public interest proviso” requiring a balancing of the protectionist self-interests of 
import-competing producers against the liberal interests of consumers, taxpayers, export 
industries and the public interest at large “ 

14. Allowing private traders to institute legal proceedings against 
foreign governments before a GATT “supercourt” are hardly realistic means of extending the rule 
of law over foreign trade.” Jackson’s proposal “to accept some sort of a mechanism by which 
individual citizens or firms could appeal directly to an international body like the GATT to 
determine whether it is a inconsistent with its international obligations”” has been criticized on 
several grounds. Tumir has voiced the fear that securing direct access of private persons to the 
international GATT dispute settlement procedures “would be destructive of international order, 
crippling diplomacy be bringing into a head-on conflict with the national judicial process, the 
effort should be directed to securing more perfect national justiciability of the personal rights 


Id. at 83, referring E.A Vermulst, Antidumping Law and Practice in the United 
States and the European Communities, 1987, H C. von Heydebrand und der Lasa, 
Der gerichtliche Rechtsschutz bei der EinJuhr gedumpter Handelsware in den USA 
und der EWG, 1986; BeselerAVilliams, Antidumping and Antisubsidy law: The 
European Communities, 1986. 

Petersmarm, 84 (citing the 1983 FEDIOL judgement, E.C.R. 1983, 2913 and the 
1984 Allied corporation judgment, E.C.R. 1984, 1005 which have opened up a 
comprehensive system of judicial review of antidumping determinations enabling 
complainants, foreign exporters and producers who have participated in the 
investigation, related importers, member states and E C. institutions to challenge 
antidumping determinations by means of “direct actions” under Article 173 of the 
EEC Treaty). 

Emst-Ulrich Petersmarm, Possibilities and Problems of Making GATT Rules 
Effective in Domestic Legal Systems. 

Petersmann, at 84. 

Petersmann, at 1 10. 

Jackson/Lois/Matsushita, pp. 140. 
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which it is the ultimate function of international agreements to protect” The issue before WTO 
remain the same. 


15. Additionally, according to Trimble, “the future of effective 
international rule making lies in more extensive involvement of domestic political institutions, not 
in the impartial dispensations of an international court” because all law-making authority must be 
politically accountable to representative democratic control and must rest on the “consent of the 
governed.”" 


16. Furthermore, it is not clear that international litigation to enforce 
rules will even serve to promote and open trading system. In theory it may sound desirable. U.S. 
exporters could strike down Japanese Quotas maintained in violation of Article XI of the GATT. 
A German exporter of speciality steel could sue to force U.S revocation of escape clause relief 
recently granted to the specialty steel industry. There is no problem for free trade as long as the 
suit is brought against an inefficient producer hiding behind an illegal practice.” On the other 
hand, suits by competitors to enforce rules against “unfair” actions (like subsides) are just as 
likely. Thus, the threatened U.S. steel industry could sue to halt illegal Brazilian subsidies. Such 
litigation may simply lead the defendant government to do whatever is necessary to stop the 
lawsuit, and not necessarily to change its practices to conform to the rules Even if one believes 
the classic argument that subsidization (or dumping) is unfair, and therefore ought to be 
eliminated, the range of opinion among nations about subsidies and dumping is so wide, and the 
practices subject to attack so entrenched, that it seems extremely doubtfiil that litigation to 
resolve the differences of opinion would be tolerated. Therefore, domestic adjudication may offer 
a more acceptable means of clarifying the often vague GATT (WTO) provisions (eg. on subsidies 
and countervailing duties) than an international “supercourt” The risk of differing national 
interpretations and uneven domestic implementation does not pose much of a problem from a 
liberal perspective which links the national gains from trade to a country’s own trade liberalization 
and less to the reciprocal trade liberalization of foreign countries." The result of domestic 
litigation by the steel industry has been the effective cartelization of world steel trade through 
“voluntary" restraint agreements The likely result of establishing a supercourt would simply be 
more “voluntary” agreements, serving protectionist rather than free trade objectives The "high 
degree of legalization” of this system has itself been seen by some observers as a non tariff 
barrier." 


3. The Role of Lawyers Vis-a-Vis the WTO 

1 . Irrespective of the foregoing, both governments participating in the 
WTO dispute resolution process, and firms potentially affected by these negotiations, are likely to 
rely on the expertise of outside counsel. This certainly has been the case in such cases as the EC 
challenge of the U.S. automotive tax regimes and in the current dispute over EC market access 
for imported bananas. Clearly, counsel with an understanding of the nuances of the dispute, and 
of WTO procedures, can add value to their clients who may be participating in, or affected, by 
these disputes. 

B. STANDARD OF REVIEW 


J. Tumir, Conceptions of the International Economic and Legal Order, in The 
World Economy 1985, pp 85, 87. 

Philip R. Thimble, International Trade and the Rule of Law, 83 Mich. L Rev. 1020 
(1985) (book review of J. Jackson, J Louis & M. Matsushita, Implementing the 
Tokyo Round: National Constitutions and International Economic Rules (1984). 
Reprinted by permission of the Michigan Law Review Association. 

Id. at 1016, 1026. 

Petersmann, at 110, FN12L 


Id. 
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1 . It probably is inevitable that dispute resolution panels will attempt to define 
their roles. In a series of CFTA and NAFTA panels, the issue of standard of review has been 
discussed, with varying results Some panels may determine that the panel should afford great 
deference to governmental bodes by adopting a standard of review that only “patently 
unreasonable” governmental actions are properly reviewable. Other panels may adopt a standard 
of review that affords much less deference to the entity whose actions are under review.” 

2. U S. firms seek certainty and predictability fi'om trade case decisions. If 
only in integrity of the decisions of the US Department of Commerce and the US International 
Trade Commission were at stake, then U S. firms might seek a WTO standard of review that 
affords great deference to administrative tribunals. However, in countries such as Canada, there 
is not the tradition of legislative history which exists in the United States and which helps dispute 
resolution panelists to determine whether particular administrative decisions have been arbitrary 
Therefore, in the interests of both transparency and predictability, we urge the Congress and the 
Administration to seek commitments as clearly as possible the legislative and regulatory intent of 
their trade laws. This, in turn, should result in more predictable WTO decisions 

C. COMPLIANCE WITH WTO DECISIONS 

1 . Perhaps the most serious issue that will emerge from the WTO dispute 
resolution process is the issue of member party compliance with adverse decisions 

1 The Dole Amendment under U.S. Law 

1 . During consideration of U.S. UR implementing legislation, a debate 
occurred over alleged or feared loss of sovereignty due to the automaticity of WTO procedures 
As a result Sen, Robert Dole proposed, and the U.S. Congress accepted, language under which 
three (3) WTO decisions adverse to the United States could result in the appointment of a panel 
of retired judges to assess whether the United States should withdraw from the WTO, 

2. The Implications of the Softwood Lumber Dispute 

1 . Perhaps nowhere will the temptations to fail to comply with adverse 
WTO decisions be taken more seriously than occurred with respect to the Softwood Lumber 
dispute. This resulted in a NAFTA panel decision which was the subject of an Extraordinary 
Challenge by the United States In its challenge, the United States claimed that the panel 
“manifestly exceed its powers, authority and jurisdiction by ignoring the Chapter 1 9 standard of 
review, including substantive law and facts.’’” American softwood lumber producers, after losing 
at the international level, then filed a suit in the Court of Appeals for the D C. Circuit, asserting 
that Chapter 19's cut-off of judicial review violated their rights due process under the U.S. 
Constitution. The suit was dropped after the governments of Canada and the United States 
agreed on the formation of a consultative body to mediate the dispute ” 

3. Inherent Risks in the WTO Process 

1 The implications of the Softwood Lumber dispute are obvious Should 
economically more powerful nations find the greater automaticity of the WTO dispute resolution 
process too restrictive, and reject its results, then their actions could undermine the WTO’s 
authority and damage the credibility of the process. 


See generally the NAFTA Panel Decisions on Cold Rolled Steel 

See U.S. request for an Extraordinarily Challenge Committee, April 6, 1994, at 29 
Secretariat File No. EEC-94- 1904-01 USA, 1994 Ftapd Lexis 11 

See 1 1 International Trade Reporter, 2 1 Dec. 1 994, at 1981. 
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D IMPLICATIONS OF THE SINGAPORE MINISTERIAL 

1 . In December, 1996, the First Ministerial meeting of the WTO will be held 
in Singapore. It coincides with the intended conclusion of the WTO implementation period and 
will result in action-oriented reports from a variety of WTO Committees. 

2. Since the implementation of the WTO dispute resolution process is likely 
to be evolutionary, it may be appropriate for the Subcommittee to attempt to produce a document 
which highlights issues that may be of concern to U.S. companies. We would be pleased to assist 
the Subcommittee in that regard. 


• * • * 

This paper represents an adaption for this conference of a very preliminary draft of a law 
review article being prepared by the U.S. NAFTA Secretary, James Holbein, and this co-author. I 
wish to acknowledge the contributions of several members of our firm’s staff: Curtis Knauss, 
Thiemo Roeher, Mimi Dai and David Park. 
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Septembec 24 , 1996 


Mr. Phillip D. Moseley 

Chief of Staff 

Committee on Ways and Means 

U.S. House of Representatives 

1102 Longworth House Office Building 

Washington, D.C. 20515 

Dear Mr. Moseley: 



I am a lav«ryer in Washington whose practice is largely 
focused on international trade and customs issues. My law firm 
has actively monitored developments in the GATT and now the WTO 
for many years. Our firm has for nearly 40 years helped 
domestic companies and industries and their workers with 
international trade issues. I am the editor of several books 
on the World Trade Organization and the Uruguay Round 
negotiations, and have written many articles on international 
trade and the trading system over the years. This statement is 
submitted on my own behalf and does not necessarily reflect the 
views of my firm or any of our clients. 

I have had the opportunity to review the prepared 
statements of the witnesses who appeared at the hearing on 
September lith. I would agree with those who believe that the 
WTO has gotten off to a reasonable start during its first 
twenty-one months, although expectations for many U.S. 
industries were for greater accomplishments than those achieved 
to date. 


The launch of the WTO was surrounded by substantial 
tension and controversy, as reflected in the seemingly regional 
breakdown of support in who should be the Director-General and 
who should be on the appellate body and by the long delay in 
the constitution of the Textile Monitoring Body. The extent of 
the notifications required by the Uruguay Round has been 
monumental, generally far outstripping the ability or 
willingness of countries to respond, with the result that the 
timeliness and completeness of responses has not always been 
what might have been hoped. At the same time, areas for 
continuing negotiations in services have to date not resulted 
in the type of liberalization commitments hoped for by the 
United States. Even in areas where there has been progress 
(e.g., transparency), the WTO has taken a very long time to 
develop agreement on the derestriction of documents. While 
agreement to derestrict most documents finally has been made, 
the documents are not yet available to the public keeping the 
mantle of secrecy that surrounds the WTO still largely intact. 

Nonetheless, at this early point in the new 
organization: 

o there is a functioning Secretariat and appellate 
body; 

o the dispute settlement system seems to be 

functioning reasonably smoothly (though with less 
public participation/involvement than is desired 
by many in the U.S.); 
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0 thousands of notifications of laws, regulations 
and existing practices have in fact been made to 
the various Committees; 

o the Committees have at least gotten started on 
the difficult task of vetting legislation of 
member countries; 

o tariff liberalization has commenced; 

o substantial changes in national legislation for 
many countries have been undertaken; 

o negotiations have been undertaken in various 
areas, including the technical work on the 
harmonization of rule-of-origin/ substantial 
transformation criteria and the various 
negotiations in the services area; 

o global and U.S. trade are both increasing; 

o there is some improvement in transparency of the 
WTO, including the dispute settlement process. 

As the Singapore Ministerial approaches, it is 
important to consider what this first biannual event should 
be. In my own opinion, it is critical that the WTO secure its 
base before launching on an expansion of purpose or a 
revisiting of recently concluded agreements, most of which are 
just being implemented or are yet to be implemented by many 
members because of transition provisions. Thus, the Singapore 
Ministerial should largely be limited to (1) an Intensive 
review of the state of implementation, (2) the work program 
needed to pursue the built-in agenda, and (3) investigation of 
whether additional resources may be needed and whether 
international cooperation can be expanded to help developing 
and least developed countries fulfill their obligations under 
the WTO and to help countries seeking admission to the WTO 
identify and implement the changes needed for an early 
accession. This does not mean that some expansion of the work 
program cannot be considered. I believe that Ambassador 
Barshefsky's articulation of objectives under the new work 
program during the September hearings is a reasonable one. But 
the new areas should not divert attention from the tremendous 
effort still needed to make the WTO function as envisioned and 
to assure that there are neither free riders nor agreements 
honored mainly in the breach. 

While an agenda for Singapore limited to the areas 
identified above would not have the press appeal of the 
announcement of a new round or a very ambitious agenda of new 
areas for negotiation, it does hold out the hope for a more 
meaningful end product. 

Let me turn now to just a few of the issues in greater 

detail . 


II. Implementation a s the focus 

The Uruguay Round was not only the most ambitious 
trade agreement in history in terms of subject matter, but also 
in terms of participation by developing and least developed 
countries. Unlike prior agreements which countries could 
choose to adopt or not, the Uruguay Round was largely a single 
undertaking. The digestive problems of complying with the 
Uruguay Round obligations for large developed countries like 
the United States, the European Union, Japan and Canada are 
substantial. For some developing and many least developed 
countries, the problems border on the undoable. Many countries 
are having great difficulties getting their arms around the 
obligations undertaken and making the requisite notifications, 
let alone legal changes. 
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subscription or otherwise the detailed decisions in the rules 
area (customs valuation, rules of origin, safeguards, 
subsidies, antidumping, etc.) for public understanding. If the 
United States is serious about our trading partners 
implementing their obligations, we should insist that all 
information received by the WTO be made available to the public 
at nominal cost. This will let the private sector help 
identify possible problem areas in implementation or 
construction of rights/obligations. 

Finally, there have been requests by many in the 
private sector for greater private party participation in the 
panel process and greater oversight. I generally concur with 
the views expressed in the LICIT paper on these topics. 

Because transparency was a major issue in the Uruguay 
Round, consideration of the above issues should be folded into 
the area of implementation. 

The WTO has a very ambitious built-in agenda for 
continued negotiations. Some areas, such as the three-year 
program on harmonization of rules of origin for 
non-pref erential purposes, seem to be proceeding apace 
(although with less public understanding of issues being 
considered than is desirable). Other areas where the U.S. has 
major interests in other-country liberalization have to date 
been disappointments. Ambassador Barshefsky’s discussion of 
the service sector negotiations reviews the time extensions in 
each area which were taken when original deadlines did not 
produce offers deemed adequate by the U.S. 

New rounds in agriculture liberalization and in 
services as well as review of the dark amber and green light 
subsidy provisions require some preparatory work, particularly 
in light of early experience/problems under the agreements in 
question. In agriculture, several countries have reduced their 
support programs for budgetary reasons including importantly, 
the U.S. Particularly in an area like agriculture, where 
certain countries maintain such extraordinary subsidy programs, 
and where budget pressures force cutbacks, it would be 
appropriate to seek an acceleration of liberalizations on the 
identical products from at least major trading partners to 
prevent a substantial skewing in competition flowing from 
unilateral disarmament. Whether viewed as part of the built-in 
agenda or as a new liberalization negotiation, the U.S. should 
pursue the issue as part of the Singapore Ministerial effort. 

V. Further liberalizations 

Part of the U.S. mandate is to continue to pursue 
improvements in the zero-for-zero sectoral initiatives started 
as part of the Uruguay Round package. Chemicals, wood 
products, and construction equipment are just a few of the 
sectors where major benefits could arise from significant 
expansion of the existing tariff reductions and participation. 
The Information Technology Agreement is a supplemental 
initiative which appears to have significant support not only 
within the United States but also within the other Quad 
countries. However, as with some of the problems in the 
enforcement of the TRIPS Agreement and the zero-for-zero 
coalition, agreement among the Quad countries only, is simply 
not sufficient in terras of the existing market dynamic. Broad 
participation in the ITA is critical to success for domestic 
producers . 
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While individual countries and the wro generally have 
offered seminars and technical assistance/ the task facing many 
countries will require consistent and focused attention if the 
WTO will in fact be a system that all countries can use and 
observe. The first ministerial would be a good point to review 
the state of implementation and the extent to which 
implementation can be improved through greater technical 
assistance and how such assistance can be mobilized. 

In agreement after agreement, there are rumblings that 
countries have not brought themselves into conformity with WTO 
obligations, that barriers are not coming down to the extent 
committed, and in some cases that the facts are not really 
known. At the HWMC hearing earlier this month, U.S. producers 
identified possible problems in the compliance of our trading 
partners in the textiles and apparel area and the perceived 
inadequate implementation of TRIPs obligations. While trade in 
agriculture is up signif icantly in the last two years, there 
have been significant concerns about the implementation of 
agriculture obligations by a number of countries. In 
Safeguards, apparently all non-conforming measures have been 
eliminated by WTO countries — a remarkable outcome if true, 
but is it? In Subsidies, constructions of terms have resulted 
in a much smaller number of notifications than anticipated. 
Discussions with a number of delegations over the last two 
years raise suspicions about the completeness of many 
notifications, footdragging on areas sensitive to particular 
countries, and an overwhelming amount of work with too few 
bodies to effectively review incoming information not only in 
Geneva but back at the capital. In many areas, large numbers 
of questions have been posed on such legislation as has been 
notified. The answers received may or may not resolve the 
underlying concern about compliance with new obligations. 

While it is correct to characterize the state of play 
as likely anticipated and not inconsistent with forward 
progress, it is also correct to say that much work remains to 
assure full implementation of commitments. Hence, the primary 
focus of the Singapore Ministerial must be the progress in 
implementation, a discussion of what needs to be done, 
practical problems that have arisen, acceptable solutions for 
resolution and an aggressive work program to bring the WTO into 
full implementation. 

Ill . Public access to information 

The WTO has taken some steps to improve the 
transparency of its operations. Sensitive areas such as trade 
and environment have resulted in improved public availability 
of information. NGOs are also receiving at least modest 
recognition within the WTO (they are being offered the 
opportunity to register for certain events at the Singapore 
Ministerial as an example). In addition, the leadership 
position taken by the United States in making information about 
dispute panel proceedings available to the public and 
soliciting public views is at least a partial step forward in 
public awareness and opportunity to understand and comment on 
matters of potential significant public interest. The recent 
decision by the WTO to derestrict documents in a more timely 
manner and not to restrict certain documents at all is long 
overdue. The question now will be how quickly a program is 
actually put into place to release the documents to the public 
and how easy it will be for the public to obtain the 
documents. Moreover, the decision is limited to WTO 
documents. The United States should seek an extension of the 
decision to all GATT and WTO documents. Additionally, the U.S. 
should pursue making copies of all decisions and other 
documents forwarded to the WTO (excepting truly confidential 
information) available to the public. Many nations do not have 
public reading rooms or do not make available through 
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VI . New Agenda 

There have been a number of issues floated as possible 
agenda items. I am in general agreement with the position 
taken by Ambassador Barshefsky. In addition to possible agenda 
items a proposal has been put forward to reopen the Rules, a 
proposition with which I strongly disagree. During the Uruguay 
Round negotiations the Rules were debated for close to eight 
years. Comprehensive agreements in several new areas were 
adopted. Those agreements are just starting to be 
implemented. Even in large developed countries like the United 
States, implementation is only in the early stages. In some 
cases the implementing regulations are not yet in place. 

Before an examination of the basis of the WTO takes place a 
reasonable amount of time must pass in order to see the effect 
the new structure will have on the new agreements. At this 
point it is premature and unnecessary to open the Rules; 
instead it is much better to wait and see how the WTO will 
operate under the current rules. Once a reasonable amount of 
time has passed and enough information is gathered on the 
performance of the WTO under the current Rules, then and only 
then can an appropriate inquiry be made into opening up the 
Rules to possible revision and replacement. Discussion of the 
Rules does not mean that certain issues should not be 
addressed, for example restrictive business practices. While 
addressed from time to time in GATT, Restrictive Business 
Practices, Arrangements for Consultations, June 2, 1960, GATT 
B.I.S.D. (9th Supp.) at 170 (1961), is an area of significant 
interest to U.S. businesses and yet there is no defined 
agreement in the WTO on the issue. In addition, an issue such 
as Competition Policy may warrant examination. 


VII . Conclusion 

The Singapore Ministerial Conference is the first 
opportunity the WTO has to benchmark its performance. It is 
appropriate for the Ministerial Conference to use this 
opportunity to focus on the fundamentals, namely implementation 
of the basic agreements and progress on the built-in agenda 
items. While other issues may warrant examination, they should 
not distract the organization from establishing a solid base 
and assuring full implementation of obligations and rights. 



Terence P. Stewart 
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Statement of 

U.S. Integrated Carbon Steel Producers 
on 

The Singapore WTO Ministerial 


Submitted to the Committee on Ways and Means 
Subcommittee on Trade 

September 24, 1996 


This statement describes the views of the six major integrated U.S. producers of carbon 
steel products - Bethlehem Steel Corp., U.S. Steel Group a Unit of USX Corp., LTV Steel Co., 
Inland Steel Industries, Inc., National Steel Corp. and AX Steel Co. -< on the Singapore WTO 
Ministerial. We appreciate the opportunity to submit this statement for inclusion in the record 
of the hearing held by the Subcommittee on Trade on September 11, 1996. 

The U.S. agenda for the WTO, beginning with this yearns Ministerial in Singapore, is a 
matter of great importance to the domestic flat-rolled steel industry. We supported the Uruguay 
Round, and the implementation of its results, but not without some serious concerns. The ^^O 
agreements had the effect of making unfair trade remedies less reliable and, at the same time, 
costlier to use. In this and other areas, there vs«re numerous provisions in the agreements that 
we considered unnecessary and inappropriate. Nevertheless, we concluded that launching the 
WTO was important from a broader trade policy perspective, and that the agreements (if properly 
implemented in U.S. law) held out the prospect of net benefits despite their flaws. 

Future discussions within the WTO, however, concern us greatly. Any further erosion of 
existing remedies against unfair trade practices could turn support from our industry •• and 
probably many others - into opposition. 

Our comments here are confined to four Singapore topics of chief importance to our 
industry: antidumping, subsidies, compedtion policy, and dispute settlement. 


I. The Antidumping Agreement 

Our message on this issue is simple: the United States should neither permit reopening 
of the Antidumping Agreement, nor retreat from the commitment to strong trade law enforcement 
on which U.S. ratification of the WTO agreements was predicated. 

Do not reopen: Hong Kong has proposed new talks on antidumping. This proposal 
should be definitively rejected. We commend the Administration for doing just that and urge 
continuation of this response. 

WTO antidumping rules were just recently renegotiated. The new rules and the new 
Committee on Antidumping should be given a chance to work. Moreover, U.S. regulations 
implementing the new Agreement have not even been finally promulgated yet. Nor is there 
domestic consensus on how, if at all, the Agreement could be improved. The existing agreement 
reflects complex and difficult tradeoffs that ultimately proved manageable only in the context of 
a broad round like the Uruguay Round. 

Do not disarm unilaterally: Flexibility under international rules to act in defense of 
legitimate U.S. trading interests is important, but it is not enou^. We also need domestic 
measures to ensure that wc take full advantage of the international agreements. This means, for 
example, that the Commerce Department’s regulations implementing the Uruguay Round 
Agreements Act should be reinforced by an unflinching commitment to vigorous AD/CVD 
eiiorcement. Congress, for its part, should continue to reject trade law-weakening proposals, 
particularly the cunent effort to superimpose a "short supply" or "temporary duty suspension" 
mechanism on the existing antidumping and countervailing duty laws. 



216 


n. The Subsidies Agreement 

Although the trade remedy rules should not be reopened as a general matter, there are 
some provisions that expire by their own terms after a certain number of years unless extended. 
Dealing with these provisions is part of the "built-in” WTO agenda. While actual decisions on 
extension may be a few years away, it is not too soon to start establishing appropriate parameters. 

One example is the new category, which expires after five years unless extended, of non- 
actionable or "greenlighted" subsidies in the SCM Agreement. This hole in the multilateral anti- 
subsidy rules only encourages the trade-distorting behavior of other governments. The idea that 
admittedly trade-distortive subsidies should be exempt from remedy simply because they are 
designed for particular (favored) "uses" is an unsound one that the United States should never 
have accepted in the first place. 

Greenlighting was added to the SCM Agreement in the Uruguay Round along with other 
new provisions, including new subsidy notification and "serious prejudice" rules. However, there 
is no sound policy reason why the latter aspects of the SCM Agreement, which improve subsidy 
discipline, should continue to be paired with greenlighting, which weakens it. 

Accordingly, at Singapore and during the months that follow, our negotiators should make 
clear that the United Stales will not permit extension of the greenlight category after the initial 
S-year trial period. 


III. Competition Policy 

The steel industry is concerned about the problem of private anticompetitive practices 
abroad, as well as government support for, and toleration of, such practices. Our indtistry has 
direct experience in this area. International cartel arrangements in the steel industry have been 
extensively documented. Restrictive agreements among foreign steel producers effectively 
minimize competition in their home markets and turn the U S. market, where law and custom 
preclude such activities, into a dumping ground. Foreign steel cartels have proved, with narrow 
exceptions, impervious to government action. 

We would certainly benefit from multilateral progress on anticompetitive practices. 
However, we see two major risks associated with pursuing this matter in the WTO, and these 
risks define our recommendations for the Singapore Ministerial. One risk is that a competition 
policy initiative could be misused as a way of reopening the Agreement on Antidumping. The 
second risk is that we might find ourselves immersed, prematurely, in a rule-oriented negotiation 
without sufficient empirical preparation or domestic industry consensus. 

Focus on competition policy, not antidumping: Logically and conceptually, these are 
two distinct issues. This distinction should be maintained. There is no reason why competition 
policy discussions need to involve any consideration of antidumping or other trade policy mea- 
sures. Moreover, "compromise" language in the Ministerial communique should be avoided. Too 
often, intematioaai efforts to begin addressing the competition policy problem have resulted in 
statements that improperly focus on both antidumping and anticompetitive practices, as if both 
were "problems" in need of correction. The United Slates should not sign on to any such state- 
ment at Singapore. 

Pursue modest, achievable goals: For now, multilateral efforts in this area should focus 
on fact-gathering rather than rule-making. The goal should be to identify barriers to market 
access for goods, services and investment that are not adequately covered by international 
commitments, and that may not be reachable under current rules and dispute settlement. This is 
the proper focus for OECD discussions and for any near-term consideration of this issue within 
the WTO. Rule-oriented negotiations will need to await further preparatory work by both the 
private sector and the U.S. Government, in the meanwhile, the United States must continue to 
address bilaterally (through section 301) foreign govermnent toleration of private restraints that 
block U.S. exports to, or investment in, foreign markets. As with intellectual property rights, 
such an approach will enhance our government’s ability to bring this important issue into the 
multilateral system with appropriate rules at a later date. 
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rv. WTO Dispute Settlement 

The new rules embodied in the WTO Dispute Settlement Undeistanding (DSU) are subject 
to review after an initial four-year trial period. Here again, it is not too soon to begin establish- 
ing parameters for this review at the Ministerial level. How can WTO dispute settlement — the 
very heart of the system - contmand U.S. industry’s support? 

Improve transparency: The United States was only partially successful in its effort dur- 
ing the Uruguay Round to increase the transparency of the WTO/GATT dispute settlement 
system. We support continuation of the U.S. Government’s effort and applaud the USTR’s recent 
armouncement of progress in this area. 

• DSU rules should make all briefs and arguments available to the public, except for those 
(rare) portions of a clearly business-proprietary nature. The renegotiated DSU should 
require parties to release non-confidential summaries of their brie& during the dispute 
settlement proceeding to which they relate. 

• Meetings of dispute settlement panels should generally be open to the public, subject to 
temporary closure only when material of a clearly business confidential nature is being 
reviewed. 

• The United States should seek recognition, if any is necessary, that national delegations 
in the dispute settlement process may include representatives of private sector interests. 
The DSU should also be amended to permit tlto submission of amicus briefs by non- 
governmental parties generally supportive of their goverrunent’s position and having a 
clear and direct interest in the outcome of a case. 

• WTO panels should be permitted to consult outside experts only with the knowledge, and 
at the request, of the litigating governments. 

Protect sovereignly; The intent of the DSU is to allow Members to adjudicate which 
practices violate WTO rules or nullify or impair WTO beneftts. Members retain the sovereign 
right to keep in effect measures found to violate WTO rules, and to compensate injured trading 
partners or accept trade retaliation. A country can comply fully with its WTO obligations by 
negotiating a compensation package deemed acceptable by the complaining country. This 
flexibility is a cornerstone of the WTO system and must not be eroded in any way. 

Defend bilateralism: The WTO agreements do not address all the important barriers in 
the world. U.S. Government market-opening efforts must continue in areas vdiere WTO 
disciplines do not qrply, and the WTO agreements cannot be allowed to operate as an impedi- 
ment Our delegation at Singapore should reiterate that section 301 continues to be available in 
this context and tnU contitme to be used. They should also make clear that extension of the new 
DSU rules is not a foregone conclusion, and that a key factor influencing the U.S. position on 
extcDuon will be the degree to which those rules have inqreded U.S. efforts to address trade 
barriers that cannot be effectively addressed under the WTO’s substantive rules. 

C^bliab WTO Review Commiauan: There is also a domestic measure, fully consistent 
with WTO rules, that the United States can take to promote the proper functioning of the WTO 
dispute settlement system. Congress should pronqrtly enact (and the President pronqiliy sign) the 
WTO Review Commission bill so that this new b^y — which is critical to the WTO’s credibility 
in the United States — can begin its important work immediately. 
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September 24, 1996 


To the Subcommittee on Trade 
House Ways and Means Commitee 

Comments Regarding the World Trade Organization 
Singapore Ministerial Meeting 

Chairman Crane and Members of the Subcommittee; 


If the international trading system is to have a rules-based structure, which the WTO 
agreement sets out to do, then il! aspects of competition must come under the system. 

The whole rational of the topics being addressed today, of the three areas where 
negotiators failed to reach agreement this year, of the additional new topics being proposed 
for discussion by the WTO, point to the overall purpose of why there is a world trade 
organization - to set the fundamental ground rules necessary for private free marirets to 
function effectively and efficiently. 

Ignoring workers and the standards under which they produce products in the rules 
for this new globalized economy is simply incomprehensible. The economics I learned in 
school said that labor was one of the three fundamental Actors of production, and I've seen 
nothing since to refute that principle. Thus, just as we set standards for intellectual property 
protection, or antidumping actions, or sanitary conditions in agricultural production, we must 
set basic limits to the exploitation of human brings to gain competitive advantage. 

This is not new. The concept of products produced by forced labor, or child labor, or 
under inhumane physical conditions as being not fit for international commerce is what 
motivated the international community to set up the International Labor Organization (ILO) 
after World War I. Even though the ILO is a tripartite body of government, employers and 
workers. It has virtually no powers except moral suasion. In today’s world we need 
something more. 

In the U.S., the proposal to include worker rights In the GATT goes back to President 
Eisenhower. Every Congress going back to 1974 has mandated that worker rights or labor 
standards be one of our negotiating goals. They understood that failure to have minimal 
labor rights and core labor standards as part of international competition and global trading 
rules would undermine the basic consensus we have established in our country on this 
issue. If we are horrified by the factory slavery discovered in El Monty, Calif, last year, or 
the brutal exploitation or immigrant workers in underground sweatshops in New York this 
year, why aren't we equally horrified by their existence abroad? 

Brutality and human suffering and rampant child labor are not necessary conditions 
of underdeveloped countries or the first stages of industrialization. They are merely 
government created attempts to attract investment and produce at artificially lower costs 
than their neighbors . That the WTO is silent on this matter is a glaring disgrace. 

This is why both the Bush and Clinton Administrations sought to have a working 
party on labor rights established in the Uruguay Round negotiations. This is why the U.S. 
government continues to work very hard trying to get it on the Singapore Ministerial 
Agenda. 

The Congress has been consistent in setting forth to the Executive Branch its 
important trade negotiating objectives. I would ask that the full Ways and Means 
Committee continue to stand behind the long standing position that the relationship of trade 
and labor standards must be addressed by tne WTO, and that a forum for such discussion 
be established at the Singapore Ministerial meeting. The U. S. Proposal, which is attached, 
is a very modest proposal that deserves our endorsement. 

Sincerely, 


Jay Mazur 
President 
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U.S. Paper on Trade and Labor 


Decision on Trade and Core Labor Stanifards 

Ministerz 

kittling on the occasion of the first MinisteriaJ Conference 
of the World Trade Organizauon at Singapore on 9-13 December 
1996. 

Recalling the pre am ble of the Agreement Establishing the 
World Trade Oi^anizaiion (WTQl which slates that Members' 
“relations in the field of trade and econonitretideayor' should be 
conducted with a view to raising standards of Jiving, ensQmgJuIi 
employment and a large and steadily growing volume of real 
income and e ff ective demand, and expanding the production of and 
trade in goods and services. 

Noting that, as Members of the WTO and the Intemalional 
Labor Organization (ILO), they consider that there exists a set of 
“Core Labor Standards" which are both human rights and precondi- 
tions for the achievoncnt of better working conditions and that 
these Core Labor Standards are comprised of; 

* freedom of assodation; 

' the light to organize and bargain callectiveiy; 

' the prohibition of forced labor; 

* the elimination of explohanve forms of child labor; 

* non>discrTmioation in employment; 

yVoti/ig that there isa positive^ mutually re-infordag relation- 
ship between trade liberalization and implementation of Core Labor 
Standmds, and that observance of these standards could stroigthen 
the economic performance of all countries, 

Considering that frulhoing the observance of Core Labor 
Standards is consistent with and, indeed supports, the WTO goal of 


promoting an open, nondisaiminaioiy trading system, 

CoTuidering that it would be dedrable for the WTO to 
cooperate with the ILO, the intemalional organizadoh having pri- 
mary responsibility for the development and monitoring of Core 
Labor Standards, to find ways the two organizations can be mutu- 
ally supportive in the promotion of Core I,abor Standards, while 
reflecOng the mandate and necessary autonomy in the decdsiDn- 
maldng of each institutJon. 

Decidt 

To establish a Working Party on Trade and Core Labor StKidards 
open to all Members ofihe'WTO to rqTort to the 1998 ntceODg of the 
Miaisaerial Cimfcicncc and tha this Working Party should; 

(i) examine the rclalionshrp between the WTO trading 
system and the ILO system in order to promote the further obser- 
vance of Core Labor Standards and improved standards of Jiving in 
Member countries, 

(ii) recommend ways m which WTO member govsm- 
ments might coDperaic widrin the WTO and ILO frameworks to 
promote the further observance of Core Labor Standardsto advanc^ 
WTOmembos stated objective of raising standards of living through 
ongoing trade liberalization, and 

(ni)makc recommendations as to how the WTO could 
contribute to the promotion of Core Labor Standards, taking into 
account, in paiticuiar; 

— the need to cnsuie the open, equitable, and non- 
discriminatory nature of the system, and 

— the anivities of the ILO and other mechanisms 
to promote adherence to core labor standards. 




